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PLANNING AND CONTROLLING SALES 
AND PRODUCTION 


JOSEPH M. TRICKETT 
Columbia Steel Company 


Eprror’s Note: 4s Chief Organization Engineer of his 
company, Mr. Trickctt was asked to present this material* 
specifically from the standpoint of sound, efficient manage- 
ment organization. Those holding commercial research po- 
sitions may wish to comment upon the author's point of 
view. 


HE TECHNIQUES or methods of plan- 
Tie and control may vary from 
business to business, certainly from in- 
dustry to industry, but the importance 
of sound planning and adequate control 
is common to all businesses, regardless of 
type or size. One approach to planning is 
that the first consideration is the plant 
and the capacity operation thereof—all 
other plans are then tied into the produc- 
tion plan. But company planning cannot 


* Based on address before the San Francisco Chapter 
of the American Marketing Association. 





be started with a mere consideration of 
production facilities. The entire planning 
activity must begin with a consideration 
of the future market potentials of the 
company. Many concerns would be in a 
sounder position today if their produc- 
tion facilities had been based on po- 
tential-market information rather than 
on engineering data alone. 

There is only one sound foundation on 
which to plan and control a company’s 
sales and production and that is on the 
basis of an appraisal of the market 
potentials of the business. This is 
another way of saying that the only basis 
is sound market research. All company 
planning must recognize the logical 
business expectations of the concern. 
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This involves a knowledge of its future 
markets, a forecast of probable changes 
therein, and a realistic approach to what 
the company should do to meet such 
changes. A concern’s entire distribution 
organization, the channels of distribu- 
tion used, its sales policies and pro- 
cedures, and its advertising and sales pro- 
motion activities should all be planned 
on the basis of market research. Like- 
wise, the production facilities and the 
products produced and even the produc- 
tion organization itself must be keyed 
into and actually based on the present 
and probable future demands of the 
market. 


MarKET RESEARCH AS A BASIS FOR 
PLANNING AND CONTROL 


Obviously, if we say that the sales and 
production organization, methods, and 
policies are, in the final analysis, based 
upon the market, then we can likewise 
say that all other parts of the organiza- 
tion and all other policies and methods 
are at least indirectly based upon the 
market. All staff department organiza- 
tion, policies, and activities are con- 
ditioned by the organization, policies, 
and methods of the line departments of 
sales and production. In short, it is 
possible to conclude that a// company 
organization and activities are either 
directly or indirectly determined by 
market conditions. If this is true, then 
the planning of all company organiza- 
tion, policies, and activities should be 
based on a careful consideration of the 
market; i.e., on market research. 

The same is true on the control side 
of the picture: accurate market data are 
essential if top management is to be 
enabled to appraise and evaluate the 
results of its sales and production or- 
ganizations. Such information should be 
used to evaluate the effectiveness with 
which the entire sales organization is 


handling its participation in the market. 
Likewise, it should be used to evaluate 
the effectiveness with which the produc- 
tion organization is meeting customers’ 
requirements as to time of delivery and 
quality and quantity of products. 

Several years ago Donald R. G. 
Cowan pointed out that the challenge 
facing management is to perform its 
functions with less emphasis on pre- 
conceived ideas and more emphasis on 
rationally developed facts based on 
market and sales research. This state- 
ment is even more true today than when 
it was originally made. While it may be 
agreed that market research should be 
utilized as a basis for company planning, 
there may be lack of agreement as to 
how market research may best be 
utilized in planning and controlling sales 
and production. This raises the ques- 
tion: Who is to be responsible for 
planning and controlling sales and pro- 
duction? 


RESPONSIBILITY FOR PLANNING AND 
CONTROLLING SALES AND 
PRODUCTION 


The chief executive of a company is 
responsible for over-all planning, co- 
ordination, and control. Perhaps the 
most important, and certainly the most 
difficult, job of top management is the 
adequate planning, coordinating, and 
controlling of the principal functions of 
the business—in most companies these 
principal functions are those of sales and 
production. 

A number of years ago Henry P. 
Dutton said that the man who decides 
must be in a position to grasp all of the 
important factors of the situation. This 
is another way of saying that a business 
executive’s judgment is no better than 
his information. Therefore, if the chief 
executive is going to fulfill his planning, 
coordinating, and controlling responsi- 
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bilities, he must have adequate and un- 
biased information available to him. 
This indicates that the over-all planning 
function cannot be relegated to a sub- 
department in the company. Obviously, 
planning must pervade the entire or- 
ganization—each department head and 
even the head of each subdepartment 
must plan the course of his department’s 
operations. All such plans, however, 
must tie into and become a part of the 
over-all company plans which are formu- 
lated at the top. 

It is surprising how frequently top 
management neglects its planning func- 
tion with the result that we find depart- 
mental management doing its own 
planning, in its own way, without con- 
sideration of company objectives or 
plans. Why should top management 
neglect such an important function? 
A little investigation has brought the 
following reasons to light. 

1. Time—‘l have no time to plan.” 
This indicates, of course, that the in- 
dividual is not able to plan his personal 
time and either is beyond his depth or is 
inadequately staffed. 

2. Too much detail of day-to-day 
operations. This usually indicates poor 
organization and a lack of delegation. 
Little can be done with the top executive 
who persists in spending his time 
shuffling papers. Better executive selec- 
tion, training, and development may be 
the only answer. 

3. Inadequate information. \f the chief 
executive doesn’t have adequate and 
accurate information, he is in no position 
to plan. It is an utter impossibility for 
an executive to plan for something 
about which he knows nothing. Planning 
must be based on fact, not on fancy. 

4. Inadequate assistance. If multi- 
tudinous facts must be correlated, some- 
one must be in a position to help “the 
boss” do this—and this “someone” 


should not be an already overburdened 
line executive. 

The answer to all of these problems, 
however, is that one must organize 
specifically to carry out executive plan- 
ning and control functions. This brings 
up the question: How can a planning 
and control unit be organized and what 
is its place in the organization structure? 


ORGANIZATION AND PLACE OF A PLAN- 
NING AND ConTROL UNIT 


If market research is to assist top 
management in planning and control- 
ling sales and production, it must be 
organized on a company-wide rather 
than on a departmental basis. More- 
over, the information developed by the 
market research unit should be utilized 
by more than one department of the 
company. Likewise, some of the data 
derived from research studies should be 
used by top management in evaluating 
and “controlling” the actions and de- 
cisions of the various department heads. 
From the standpoint of sound organiza- 
tion, these factors require that the 
market research unit should report to 
the head of the organization. 

It is literally true that the higher in 
the organization the research unit re- 
ports, the more penetrating and far- 
reaching its research studies can be. 
Conversely, the lower such a unit is in 
the “management hierarchy” the more 
its work will tend to be subjective, 
shallow, and superficial. In deciding the 
proper place in the organization, the 
objectives of the research unit must be 
kept in mind. If they include the de- 
velopment of information for top man- 
agement’s guidance covering the broad 
field of company activities, the presenta- 
tion of information that is as objective as 
possible, and the formulation of pro- 
grams that are free from departmental 
bias and self-interest, there is but one 








334 


THE JOURNAL OF MARKETING 





obvious answer: these objectives deter- 
mine the place of the research agency in 
the company organization. 

If such a research staff is to report to 
top management, the question invari- 
ably arises as to its proper size and the 
scope of its activities. A large company 
can naturally afford a functionalized 
staff consisting of experts in various 
fields. In a small company, however, 
such executive assistance can usually be 
provided by an executive staff assistant 
or an assistant to the president. The 
chief executive should appoint someone 
close to him to assist in continuous long- 
range planning. In the last analysis, 
planning is largely a mental process and 
whoever is given the planning assign- 
ment should possess imagination and 
foresight. Moreover, he should have a 
comprehensive knowledge of all phases 
of the business and should be free from 
what might be called “departmental 
bias.” Furthermore, company planning 
should be a primary function and should 
not be superseded by other, more routine 
activities of the executive. 

Some companies have found that 
committees function quite well as plan- 
ning units, but a committee is definitely 
limited as to its effectiveness in company 
planning. Not only is a committee fre- 
quently rather cumbersome, but it can 
become a great time-waster. A com- 
mittee has been defined as “a group of 
men who keep minutes and waste 
hours.” A committee should never be 
used for any activity which one execu- 
tive, perhaps with a small staff, could 
do as well or better. A committee can 
never be a fact-gathering agency which, 
of course, the planning agency must be. 

The important eler.ent is specialized 
attention. The development of informa- 
tion for the over-all planning and control 
job cannot be merely a secondary or 
tertiary concern of a busy line executive. 


Moreover, specialized talent is necessary. 
The fact that a man has demonstrated 
his ability as an accountant, a salesman, 
or a production man does not mean that 
he is qualified to handle the market 
research functions. This raises a final 
question: What are the market research 
functions as they pertain to planning 
and control? 


MarKetT RESEARCH FUNCTIONS 
PERTAINING TO PLANNING 
AND CONTROL 


Many executives seem to feel that 
market research is identical with keeping 
sales records, analyzing salesmen’s ac- 
tivities, sales promotion, and so forth. 
It is literally true that a good many so- 
called market research units serve merely 
as “‘catch alls” for miscellaneous tasks, 
statistics, and various departmental 
records. Therefore, from the standpoint 
of sound organization, it cannot be 
stressed too strongly that there is great 
need for a clear definition of the func- 
tions of the market research unit and the 
publicizing of them throughout the 
organization so that all concerned can 
both understand and utilize the special- 
ized assistance and advice. 

Over a year ago the American Man- 
agement Association published a report’ 
which listed various market research 
functions, grouping them under the 
following general captions: 


Marketing policies and methods. 
Markets. 

Products and services. 

Sales promotion (including ad- 
vertising). 

Sales performance. 

Channels of distribution. 

7. Competition. 


-wWHRH 
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1 4 Company Guide to Marketing Research, Research 
Report No. 5 (New York: American Management Asso- 
ciation, 1944). 
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The A.M.A. report provides a good 
checklist with which market researchers 
may compare their own activities. In 
addition, reference may be made to the 
various activities listed for a ‘“‘Mer- 
chandise Department” in one of the 
treatises on organization and control’: 


1. To serve as a clearinghouse for all prod- 
uct suggestions from customers, in- 
ventors, the field force, or the engineer- 
ing and research departments. 

2. To study product lines with a view to 
the creation of needed new items, sim- 
plification and elimination of obsolete, 
duplicate, or unnecessary products, and 
the redesign of others to cover the field 
more effectively. 

3. To study packaging from the stand- 
point of standardization, simplification, 
appearance, and protection. 

4. To make market surveys and analyses 
to find new uses for products, and to 
study and make recommendations in 
regard to customer service and policies. 

5. To work up all price and discount 
schedules in accordance with general 
price policies. 

6. To issue all catalogues and price lists 
and check advertising material from a 
technical standpoint. 

7. To investigate and test competitive 
products. 

8. To coordinate production schedules, in- 
ventories, and other factors in regard to 
changes in the line of products. 


A proper selection of functions of the 
type mentioned in the above lists will 
enable the market research unit to 
provide top management with the type 
of information required to plan a specific 
course for sales and for manufacturing 
and to control the performance thereof.* 

* Paul E. Holden, Lounsbury S. Fish, and Hubert L. 
Smith, Top-Management Organization and Control 
(Stanford University: Stanford University Press, 1941). 

* The author has assembled a bibliography on market 


research functions and the organization thereof. He will 
be happy to furnish copies of this upon request. 


In short, this research group is able to 
handle many of those activities which 
lie in the “twilight zone” between 
manufacturing and sales and which 
cannot, therefore, be allocated to either. 


SUMMARY 


Regarding the importance of adequate 
market research in the effective planning 
and controlling of company activities, 
the following summarizes the points 
made. 1. Market research must be the 
basis for all sound planning: of policies, 
of production facilities, of organization, 
and even of the number of people 
required (particularly in the sales or- 
ganization). The chief executive is 
primarily responsible for planning and 
controlling sales and production—but, 
as we have already noted, “his judgment 
can be no better than his information.” 
3. The proper place of the market re- 
search unit, as a planning and control 
agency, is at the top of the organization. 
The research and planning function is a 
staff function, with no authority in line 
of command. 4. Market research func- 
tions may vary from company to com- 
pany, and even from time to time within 
one company, but they must be ac- 
curately defined, properly publicized, 
and clearly understood throughout the 
organization. 

If a business is to plan successfully, 
it must make its plans realistic “down 
the line.”” Top management should make 
as many as possible of its future plans 
available to its employees. A frank 
discussion of future plans with people 
“down the line” causes increasing satis- 
faction and decreases pressure from 
employees or their representatives who 
may feel that the company has no plans 
and that they should, therefore, see that 
it gets some. 








TEST-SELECTED SALESMEN 


EDWIN G. FLEMMING ano CECILE WHITE FLEMMING 
The Klein Institute for Aptitude Testing, Inc. 


Epitor’s Note: The authors contribute valuable data 
on differences in patterns among salesmen and upon the 
usefulness of psychological tests in selection. 


T NEEDS no argument to convince the 
] sales manager or marketing man that 
he should try to improve his selling or- 
ganization. The big question is how to 
improve it. During the ‘past several years 
there has been a growing interest in the 
application of psychological tests to the 
problem of selecting effective sales per- 
sonnel. 

From the evidence available it can be 
stated that the use of psychological tests 
in the selection of salesmen can be of 
help in improving the calibre of men 
selected. However, tests are not a sub- 
stitute for sound executive judgment. 
They are not a substitute for other ac- 
cepted selection devices and procedures; 
they do not take the place of the appli- 
cation blank or of the interview. Tests 
serve to implement the judgment of 
management. 

The Klein Institute has tested more 
than 12,000 salesmen representing over 
250 companies. Our research studies in- 
dicate clearly that there are few, if any, 
salesmen who can sell anything to any- 
body at any time. A salesman who can be 
successful for one organization in one 
type of selling operation may be a failure 
in some other type of selling operation. 

Evidence is at hand to show that a 
man with a successful selling record over 
a period of 10 or 1§ years may make only 
a mediocre success or even fail when he 
goes to another company selling another 
line of goods and engages in a radically 
different type of selling operation to a 
different type of customer. It is also 
clear that a man who has failed in several 
selling jobs may, nevertheless, be a top- 
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notch salesman when he comes into con- 
tact with the right product and the 
right organization, which both challenge 
and utilize his particular combination of 
interests and abilities. The use and 
sound interpretation of psychological 
tests often reveal such men. 

Salesmen, as a group, differ from the 
general population. The Klein Institute 
has taken a sample of 893 cases! selected 
from the 12,000 or more salesmen tested, 
and has found, for instance, that 50 per 
cent of salesmen are more stable emo- 
tionally, as measured by the Bernreuter 
Personality Inventory, than 92 per cent 
of the general adult male population 
tested by Bernreuter. Further compari- 
son of the Klein sample of salesmen and 
the Bernreuter sample of the adult male 
population shows that 50 per cent of 
salesmen are more self-sufficient than 59 
per cent of the general population; more 
impersonal and objective-minded than 
87 per cent; more dominant than 87 per 
cent; more self-confident than 84 per 
cent; and more gregarious than 72 per 
cent of the general population The 
situation is similar with regard to cer- 
tain other tests; salesmen as a group 
differ in their average test scores from 
other occupational groups and from the 
general population. 


1In taking this sample, we limited the number of 
tests from large companies to not more than so. We 
estimated the number of tests that would have to be 
taken from each drawer of our files in order to get 1,000 
cases. As we took the necessary number of tests from 
each drawer, we avoided taking all the tests from any 
one or two companies, but selected from the front, 
middle and back of the drawer. Except for a few very 
small companies, we also took only from a third to a 
half of the tests from any one company. When our 
sample was completed we had 893 cases, taken from 96 
different companies, and representing all types of sell 
ing, from the direct-to-the-consumer operation to high 
grade sales-engineering. 
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CRITICISM OF PsyCHOLOGICAL TESTS 


Criticism has sometimes been leveled 
at the use of psychological tests in selec- 
tion of salesmen because investigators 
have found no very high correlations be- 
tween scores on single tests and criteria 
of success in selling. It is true that very 
significant correlations seldom are found 
for single tests, but it needs to be pointed 
out and emphasized that a score on any 
one test is not necessarily critically sig- 
nificant in determining a man’s poten- 
tialities for success in selling. The 
important thing is the pattern of scores 
revealed by a battery of tests. No one 
score may be critically important, but 
the pattern is. By a pattern we mean the 
interrelationships of scores and the rela- 
tive strengths and weaknesses of the 
traits, interests, and tendencies revealed 
by the complete battery of tests. 

For example, a physician, to assist 
him in diagnosing an ailment, secures 
many facts; he finds out where the pain 
is, if any; he takes the pulse; he meas- 
ures bood pressure; he gets the tempera- 
ture of the patient; he may secure blood 
analyses or urine analyses. He does not 
rely upon any one fact in making his 
diagnosis. It is the syndrome, the pat- 
tern of the symptoms that determines 
his diagnosis. The accuracy of his diag- 
nosis is dependent upon his experience 
and skill in recognizing a significant com- 
bination of symptoms. Any single symp- 
tom may not be present to the extent 
usually found; but the skilled diagnosti- 
cian recognizes the essentials of the total 
pattern nevertheless, and arrives at an 
accurate diagnosis. His diagnosis is es- 
sentially a qualitative interpretation of 
a set of quantitative data. 

So it is in interpreting psychological 
test scores for the purpose of selecting 
salesmen to do a specified selling job. A 
man may rate low in dominance, for 
example, and yet be a good salesman for 
some types of selling; particularly for 


those types where low pressure methods 
are most effective. Factors, other than 
dominance may not only compensate 
for, but may even outweigh the low 
dominance. Likewise, in some situations, 
a certain amount of emotional sensitivity 
is of more value than emotional control 
and the capacity “to stand the gaff.” 
Creative salesmen are likely to be intro- 
vert rather than impersonal and objec- 
tive in their viewpoint. Sales engineers 
need not be highly interested in selling 
as such. 

The psychogram shown on page 339 
indicates some of the similarities and 
some of the differences between sales 
engineers and speciality salesmen. The 
solid vertical line down the middle repre- 
sents the average, or fiftieth percentile, of 
the listed traits of 893 salesmen drawn 
from many fields of selling, and involving 
many types of selling operations. 

Examining the dash-line, representing 
the sales engineers, we see that they are 
less stable as a group than salesmen in 
general, and less stable than specialty 
salesmen, represented by the solid wavy 
line. These sales engineers are less stable 
than are 75 per cent of all salesmen. The 
specialty salesmen, represented by the 
solid line, are at the fortieth percentile 
for stability; that is, as a group they are 
as stable as 40 per cent of salesmen in 
general, and less stable than 60 per cent 
of all salesmen. 

The specialty salesmen are interested 
in selling, but they also have high inter- 
ests in the field of their specialty, in this 
instance, accounting. The sales engi- 
neers, who possess as good a “sales 
sense” and know as much about selling 
strategy and techniques as do the 
specialty salesmen, are not as interested 
in selling for its own sake, but are more 
production-minded and more interested 
in helping the customer solve his tech- 
nical and production problems through 
the application of engineering principles 
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and the use of the products their firms 
can offer. They have much better apti- 
tudes for learning, and are more accu- 
rate in their thinking processes. These 
sales engineers are less stable, less self- 
sufficient, less objective-minded, not as 
dominant and not as self-confident, as 
the specialty salesmen. 

The over-all pattern revealed by a 
battery of tests is the thing that enables 
us to judge whether or not a man can 
sell. It is the pattern which indicates, 
too, whether he is a salesman who would 
be likely to be successful in one type of 
selling operation and unsuccessful in 
another. It is the interpretation of the 
pattern of an applicant’s test scores in 
relation to the requirements of the job 
that is the basis for a recommendation 
to employ or not to employ for a particu- 
lar company. 

The pattern for one selling operation 
differs from the pattern for another type 
of selling operation. Through long ex- 
perience in the testing of thousands of 
salesmen, The Klein Institute has de- 
veloped such patterns for many types of 
selling operation, ranging from the route 
salesman and_ direct-to-the-consumer 
salesman to the highgrade sales-engineer 
who advises his customers on technical 
problems and equipment and goes after 
million dollar contracts. 


PaTTERNS REVEALED BY TESTS 


In the work that we have done, we 
have found patterns for several types of 
men who undoubtedly can sell but who 
are quite likely to be ineffective in the 
better sales organizations. One of these 
is the type of man who makes a very 
good impression when he first steps into 
your office. His “threshold value” is 
high; your first reaction is favorable. 
You feel the minute you see him that 
here is an agreeable, likeable, pleasant 
individual—someone you would like to 
talk to. 


Such men often sell themselves into 
new jobs with the greatest of ease. But 
after they have been in harness several 
months, the records show that they are 
not producing in accordance with ex- 
pectations. They are “nice fellows”; 
they probably do enough to “get by”; 
and they get along so well with the man- 
ager that you don’t like to discharge 
them. But they don’t get the most out of 
their territories. 

In one organization, we found that the 
men whom management rated the poor- 
est salesmen in the organization were 
almost all “‘nice guys.” They were emo- 
tionally responsive, they were highly so- 
ciable, they were very tactful, had an 
excellent sense of humor, had a good 
understanding of human nature, and 
were able to size up people as they talked 
with them; but they were not, as a 
group, interested primarily in selling, 
and they rated low in their knowledge of 
the orthodox methods and techniques of 

selling. In comparison with other sales- 

men, they were not particularly intelli- 
gent, although they were more intelli- 
gent than the average of the general 
population. They were just nice fellows 
with whom it was pleasant to talk and 
visit, but who did not do very much to 
increase the business of the company 
they represented. 

Contrary to the usual idea of sales 
managers, effective and productive sales- 
men are not highly gregarious. Efficient 
salesmen are more often self-sufficient 
and are not dependent upon the com- 
panionship of other men and women for 
their personal satisfaction and stimula- 
tion. This does not mean that the most 
effective salesmen do not get along with 
people; they do. They know how to han- 
dle people, and, when necessary, they 
entertain and do all the things that at- 
tract people to them and make close 
friends. But they do not waste time, 
money, and energy on non-productive 
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socializing and entertaining. They are 
not dependent upon others for their own 
entertainment and relaxation and they 
do not try to substitute social activities 
for serious effort on the job. 

There is another type of salesman who, 
at first glance, looks very strong from a 


sales standpoint. In fact, he has poten- 
tialities for becoming a star salesman. 
His mental ability is good. He is adapt- 
able. He has zest and enthusiasm for 
the selling game. He is aggressive and re- 
sourceful. He can stand up against 
strong competition and loves a battle. 
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But his pattern of test scores clearly indi- 
cates that here is a man who is so cold 
and phlegmatic, so impersonal, so sure 
of himself, and so domineering, that no- 
body can tell him anything. He ignores 
suggestions from management, and crit- 
icism from his superiors has little or no 
influence upon him. 

Men with this pattern feel that they 
have the “know-how,” and that it is a 
sign of weakness to seek advice and 
counsel from anybody else. They are 
highly aggressive and energetic, and they 
have unusual driving power, but their 
aggressive tactics often antagonize peo- 
ple and create resistance where ordi- 
narily no unusual opposition would de- 
velop. Such men have to overcome not 
only the normal resistances inherent in 
every sales situation, but also those 
which they create by their very attitude. 

Some of these men who are so hard to 
handle present an additional problem for 
management because they are individual- 
ists in their techniques of selling. They 
have an inadequate knowledge of the 
orthodox methods of selling and insist 
upon doing things in their own way. Fre- 
quently, these salesmen are highly suc- 
cessful and productive insofar as com- 
missions are a measure of success, but 
since they are almost impossible to han- 
dle, they are not likely to prove satis- 
factory employees over a long period of 
time. They shift from job to job because 
they feel that they can sell anything at 
any time to anybody, and if manage- 
ment doesn’t like what they do and the 
way they do things, management can 
look for someone else. 

A study of some men who were “‘lured 
away by promises of higher pay” showed 
a pattern of psychological traits and 
characteristics similar to that described 
above. Such men usually “boss the boss” 
or they go somewhere else to renew the 
attempt. 

Then there is a type of salesman who 
may have had wide experience in selling. 


He may even have had Io or 15 years of 
experience with a competitor of the or- 
ganization which is considering him for 
a job. Yet the selection tests reveal that 
the man is mentally and emotionally un- 
adaptable to new situations. 

We had one case of a man who had 
been a star salesman for a competitor of 
one of our clients for a dozen years. The 
competitor was discontinuing the line 
which this man sold and informed our 
client that the man was available. He 
was hired without waiting to have him 
take any tests, but after he was hired, 
he was tested and the battery was sent 
to us for analysis. Knowing nothing 
about the man except what his answers 
to the test questions revealed, and his 
height, weight and age, we recommended 
that the man should not be employed, 
chiefly for the reason that he was un- 
adaptable and probably would be diff- 
cult to train in the company’s routine. 

With his knowledge of the salesman’s 
experience, the branch manager natu- 
rally considered the analysis a poor one, 
and the recommendation not to employ 
an error. However, three months later 
the branch manager communicated with 
the main office and asked them to take 
this man off his hands. Whenever he 
tried to tell the new salesman anything, 
he would reply to the effect that they 
didn’t do it that way at “so and so’s.” 
“TI can’t do anything with him,” the 
branch manager said. “He won’t do 
anything I tell him. He always knows a 
better way of doing things.” 

Apparently what happens with many 
salesmen is that as young men when they 
first start out, they get good supervision 
and sound training in a specific com- 
pany; and after years on a job, become 
very proficient on that particular job. 
They come to know all of their custom- 
ers thoroughly, and they know the line 
from “a to z,” but they have not ac- 
quired a sufficient knowledge of general 
principles and apparently cannot apply 
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what they have learned to new situa- 
tions. 


Accuracy oF Test ANALYSES 


Now we come to the question: How 
successful in general is such interpreta- 
tion of these tests as we have described? 
Most of the organizations which use The 
Klein Institute’s service have tested all 
or a part of their existing sales staffs be- 
fore beginning to use tests regularly for 
applicants. Information is obtained from 
each company concerning its product or 
service, and basic facts about its sales 
program and the requirements of the 
particular selling jobs in which the men 
tested are at present employed or for 
which they are applicants. 

The analyst then makes a detailed 
study of the test results, indicates the 
man’s psychological weaknesses and 
strengths, and considers his aptitudes 
and potentialities in relation to a particu- 
lar job. In some studies of men presently 
employed, the consultant records his 
judgment of the salesman’s performance 
upon the basis of the qualitative inter- 
pretation of test scores, or makes an 
estimate of him as a satisfactory or un- 
satisfactory salesman for his company. 

Reports from 4 number of companies 
indicate a high degree of accuracy in 
these analyses and estimates. Sales man- 
agers and other executives who are ac- 
quainted with the men tested and know 
their selling records read the test reports 
and judged the accuracy of the descrip- 
tions and evaluations. 

A large chemical company, for exam- 
ple, had 47 of its present force tested. 
Their executives considered 42 of the 
analyses accurate, 3 inaccurate, and 2 
doubtful. This means that 89 per cent of 
the analyses were considered accurate. A 
food company had 20 men who sell to 
retail stores tested. The sales manager 
estimated that 17, or 85 per cent of the 
reports were accurate. An organization 
engaged in the sale of fertilizers to job- 


bers and dealers reported that 83 per 
cent of the analyses received for 18 men 
were accurate. 

Of the analyses made for a beverage 
company, 9 of 12 were correct in their 
indication of the abilities and aptitudes 
of these men and their potentialities for 
this company. An organization selling 
direct-to-the-consumer had too sales- 
men tested. The executives of the com- 
pany estimated that 80 per cent of the 
reports were accurate in analyzing abili- 
ties and aptitudes and in differentiating 
between poor and good salesmen. The 
reports for this company also identified 
70 per cent of the company’s branch 
managers who also had taken the tests 
and whose test blanks (without name.or 
indication of position) had been sent 
along with those of salesmen to be 
analyzed. 

The table below illustrates the agree- 
ment found for a number of sales organ- 
izations between the judgments of sales 
performance based upon test analyses 


Executive Ratings 
Based upon Knowl- 
edge of, and Experi- 
ence with, Salesmen, 

and upon Sales 


Judgments by Analysis of 
The Klein Institute Based 
upon Interpretations 
of Test Scores 














Records 
Average or | Below Average 
Above and and 
Satisfactory | Unsatisfactory 
Average or Above 
and 208 45 
Satisfactory 
Below Average 
and 5° 45 
Unsatisfactory 








and those based on executive estimates. 
The results are for 348 salesmen tested 
for 6 companies. With the interpretation 
of test scores, the analyst recorded his 
judgment of each man as a satisfactory 
or unsatisfactory salesman for the par- 
ticular company. Before the sales man- 
agers had received these reports, each 
sent to The Klein Institute his ratings of 
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his men as satisfactory or unsatisfactory. 

As shown by the table, on 208 indi- 
viduals there was agreement that these 
men were average or above and satisfac- 
tory, and on 45 others there was agree- 
ment that the men were below average, 
and unsatisfactory. There was disagree- 
ment on only g§ individuals—so judged 
average or above average and satisfac- 
tory by The Klein Institute were rated 
below average and unsatisfactory by the 
executives, and 45 judged below average 
and unsatisfactory by the Institute were 
rated average or above average and 
satisfactory by the executives. 

Of the men estimated by The Klein 
Institute as average or above average 
and satisfactory, 80.6 per cent were also 
rated by management as average or bet- 
ter and satisfactory. Furthermore, of the 
men rated average or better by manage- 
ment, 82.2 per cent were “spotted” by 
Klein analysts on the basis of their 
qualitative analyses of the test results. 

The evidence here given shows that 
the qualitative analysis described of test 
scores on standard psychological tests 
and the resulting judgments of sales- 
men’s performance have a satisfactory 
correlation with criteria of success. Con- 
sequently, psychological tests thus inter- 
preted clearly have a practical value for 
the selection of salesmen. No matter 
what the effectiveness of selection by 
means of present procedures, the addi- 
tion of tests can make a significant im- 
provement. 


SUMMARY 


It should be emphasized again that 
tests are not a substitute for the ac- 
cepted procedures that are used for the 
selection of salesmen at the present time. 
They do not take the place of executive 
judgment. Their function is primarily to 
implement the judgment of management 
—to supplement or reinforce the esti- 
mates of a man based upon the informa- 


tion obtained from an application blank, 
interviews, and credit references, and 
from other investigations. 

An analogy may illustrate the point. 
As insulators on high tension lines, three 
porcelain disks are used. One disk alone 
would prevent most major short-circuits 
or groundings. Two disks screen out still 
more sources of trouble, while the third 
disk is a safety factor which prevents 
accidents in critical situations. It obvi- 
ously is wrong to conclude that since the 
third disk gives practically perfect re- 
sults, it is the third disk that is most im- 
portant, and consequently the other two 
disks are not needed. 

So it is with psychological tests ap- 
plied to selection of salesmen and execu- 
tives. The fact that the use of tests im- 
proves the final results is no indication 
that the tests alone are responsible for 
the whole end-result. The other ap- 
proved steps in the selection procedure 
are just as important; they should not 
be eliminated but rather improved. 

It should also be remembered that 
single test scores do not tell the story. 
The total pattern of test scores is the 
important thing, and different patterns 
have been found for different types of 
selling jobs. A good salesman for one 
company is not necessarily a good sales- 
man for another company, even one in 
the same line of business. There prob- 
ably is not only a different pattern of 
test scores for each job, revealing a dif- 
ferent pattern of abilities and aptitudes, 
but also for each company. 

And finally, it should be noted that to 
obtain satisfactory results, it is necessary 
to have an intimate understanding of the 
conditions and problems of selling, a thor- 
ough knowledge of tests, and skill and 
experience in their interpretation. The 
untrained or the novice cannot do the 
work any more than a layman can diag- 
nose a disease and write a prescription. 
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SOME PRELIMINARY PROBLEMS OF SAMPLE 
DESIGN FOR A SURVEY OF RETAIL 
TRADE FLOW 


RALPH F. BREYER 


University of Pennsylvania 


Eprror’s Note: The author presents in an actual case 
study some of the perplexing problems and difficulties con- 
fronted in sample design. 


S A PART of its program for a master 
A assembly of marketing data cover- 
ing the Philadelphia Metropolitan Area, 
the Philadelphia Chapter of the Ameri- 
can Marketing Association plans to 
make a consumer survey to determine 
where the people do their buying of 
personal consumption goods. 

The survey raises interesting prob- 
lems of sampling, and the following 
notes constitute a memorandum on this 
aspect of the project to the committee 
in charge of the study. As such they in 
no way represent an official statement 
of the committee, nor is it to be implied 
that any of the suggestions will be put 
into effect. They have been offcred for 
publication in the hope that they will 
be of some use to others facing similar 
problems. 


THE PHILADELPHIA METRO- 
POLITAN AREA 


About three million people, con- 
stituting over 750,000 families, live in 
this metropolitan district. Of these, 
about two-thirds reside in the city of 
Philadelphia. Besides its central business 
district, Philadelphia’s retail trade struc- 
ture is composed of some 32 outlying 
business centers, 16 principal business 
thoroughfares, and numerous neighbor- 
hood business streets and isolated clus- 
ters of retail stores. 

The metropolitan area lying outside 
of Philadelphia contains three sizable 


cities of approximately 40,000, 60,000, 
and 120,000 population. Each of these 
has a main shopping district as well as 
“neighborhood-store”’ concentrations. In 
addition, there are three townships that 
are classified as urban with populations 
in the neighborhood of 30,000, 40,000, 
and 60,000. The various boroughs in 
them usually have a very small retail 
business district or a cluster of retail 
stores that depend mainly on_ local 
business, but in each township there is at 
least one borough with an important 
business center that attracts trade from 
considerable distances. 

Over 25 towns of 5,000—10,000 popula- 
tion are found in the metropolitan area 
outside Philadelphia. Some of these are 
in the “urban’? townships mentioned 
above. Most of those that are not in 
these townships have just one retail 
business district that contains practi- 
cally all of the retail stores. In a few 
instances these business districts draw 
substantial amounts of trade from the 
surrounding country. 

Scattered over the outside area are 
also to be found numerous small towns, 
some barely more than hamlets of 
several hundreds, with a few retail 
stores that depend altogether on local 
trade. Finally, there are considerable 
areas of “‘open country,” so to speak, 
with no population concentration of 


1 Any territory designated as “urban” is covered en- 
tirely, or predominantly so, with a pattern of streets 
that gives it a block structure of significant size. 

2 “Open-country”’ territory is territory possessing no, 
or insignificant, block structure. 
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significance and only a cross-roads store 
here and there. 

While the basic purpose of the study 
has been definitely fixed, the committee 
in charge of the project has not yet 
progressed far enough to settle upon 
many important particulars. Hence the 
present discussion of sample design must 
be of a preliminary nature. Even so, it 
can serve to illustrate certain difficulties 
in the early stages of planning a sample 
design for a project of this sort under 
present conditions. 


Some UNSETTLED QUESTIONS 


Two questions that still await the 
committee’s action so vitally affect the 
whole planning of the sample design 
that a tentative selection of the alterna- 
tives presented by each must precede 
the discussion of the sampling method. 
The first relates to the detail in which 
the pattern of retail trade flow is to be 
traced. Because the place of purchase 
varies with the type of commodity, it 
appears necessary to collect data for 
about a dozen categories of products and 
services. It is also desirable to make 
some sort of measurement of the trade 
flow for each commodity group. 

Perhaps the’ best that can be done is 
to find out the order of importance of 
each retail concentration (i.e., Phila- 
delphia central business district, out- 
lying business center, etc.) as a source 
of supply, unsatisfactory as such a 
measure is. Since the ultimate com- 
petitive unit is the individual store, and 
since the type of store that is patronized 
may not only vary for the same product 
for different “concentrations” but may 
also induce a person to patronize one 
retail concentration rather than another, 
information on the kinds of stores 
patronized in each retail concentration 
is important. Hardly more can be done 
in this survey than to ascertain that type 
given the most patronage for each com- 


modity line. There is also considerable 
doubt about the family characteristics 
(using the term very broadly) that in- 
fluence significantly the patronage habits 
to be studied. Income, family composi- 
tion, race, and nationality are probably 
important enough to warrant a place 
in the questionnaire. 

Another phase of the question of flow- 
pattern detail relates to the degree to 
which geographical refinement of the 
results should be carried. Two related 
problems are involved: (1) Should the 
data be gotten by types or by actual 
identities of retail concentrations and of 
stores? (2) Should the survey attempt 
to define the watersheds for the retail 
trade flow? 

Obviously only types of stores are 
required for a study of this kind. How- 
ever, _2cause the interviewee cannot be 
relied upon to classify the retail con- 
centrations which she patronizes, these 
data will have to be collected by actual 
identities in any case. They can then 
easily be analyzed by types. With only 
one Philadelphia central business dis- 
trict, type and identity become synony- 
mous. And, since purchases made in 
“neighborhood-store” concentrations, 
i.e., neighborhood business streets and 
isolated clusters of stores, represent no 
significant geographical flow of trade, 
type alone is required for their analysis 
(with some exceptions such as small 
towns and “open-country” in the out- 
lying area). 

It is for the Philadelphia outlying 
business centers and principal business 
thoroughfares, for the business districts 
of the larger cities in the outlying area, 
and for those business districts of the 
smaller towns and boroughs that at- 
tract trade from a considerable distance 
that analysis for each individual retail 
trade focal point or concentration is 
important. 


Whether this should be done depends 
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upon the answer to the second problem, 
namely the delimitation of the water- 
sheds for the retail trade flow. Stated as 
a minimum, the study should at least 
show patronage by families for each 
type of retail concentration, and the 
types of stores given most of the business 
in each, for the entire metropolitan area, 
for Philadelphia, for the area outside, 
and for the 20 “community districts” 
into which Philadelphia has been di- 
vided. (The boundaries of these com- 
munity districts, which include all of the 
city’s blocks, and not business districts 
alone, are based on average prewar 
rentals. They are used here primarily 
because certain other significant data 
based on these districts have already 
been compiled.) 

But a considerable part of the picture 
would still be missing in that there is a 
flow of trade to each of the Philadelphia 
outlying business centers and principal 
business thoroughfares, as well as to the 
more important business districts of 
“outside” cities, towns and boroughs, 
from surrounding areas of varying size 
and configuration. It is important to the 
student as well as the business man to 
know the approximate limits of these 
watersheds, blurred though their de- 
lineation must be. To do this the data 
must of course be analyzed by identities 
of concentrations, and, what is much 
more to point, the sample must be quite 
large. 

The last observation brings us to the 
second unsettled question—in addition 
to the degree of trade-flow detail—that 
affects the planning of the sample 
design, namely the amount of funds that 
will be available. The committee hopes 
to provide for about 10,000 interviews 
(or such part thereof as may be neces- 
sary), but this still remains only a hope. 
It desires a sample that will permit the 
calculation of the sampling error, which, 
according to preliminary discussions, 


should be limited to about ten per cent 
for the “community districts.” 


PossiBLeE Basic METHODS 
OF SAMPLING 


Since it is desired to compute sampling 
error, resort must be had to some form 
of either random or stratified sampling. 
The common method of drawing a ran- 
dom sample from a complete listing can 
not be used because no such up-to-date 
listing of dwelling units (which are taken 
to be the equivalent of families) exists.* 
Without complete lists it would be 
necessary to go to the population itself 
to draw a random sample. Alfred Politz 
has developed a method of pure random 
sampling for sizable cities that ap- 
parently does this. While no adequate 
description of the method is available 
(December, 1945), it is known that its 
central feature is a “mechanical guide” 
that routes the interviewer. The method 
can apparently be used only through the 
Politz organization and is reportedly not 
suitable for small towns and open- 
country. But the chief obstacle to its 
use in the instant case is probably its 
cost, which is said to be considerably 
greater than that for quota sampling 
and very likely greater than the costs of 
alternative sampling methods outlined 
below. 

For some “urban” populations, such 
as residential structures, it might be 
possible to take a systematic random 
sample from the population itself be- 
cause the elements composing the popu- 
lation are easily identified by the in- 
terviewer who could be instructed to 
enumerate every mth residential struc- 
ture. But dwelling units are not so 
readily identified by observation as are 
residential structures. And even if they 
were, this method would require that 


* The street guides of city directories, even when of 
current date, never afford a complete listing. 
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all blocks be traversed by the inter- 
viewers—an extraordinarily expensive 
procedure—unless some method of ran- 
dom selection of blocks in the field could 
be worked out. 

The above considerations respecting 
random sampling, both pure and system- 
atic, make it appear that resort must 
be had to some form of stratified 
sampling. The well-known and popular 
“quota” sampling method, although 
quite inexpensive, will not do for the 
reason that it does not permit the com- 
putation of sampling error with any 
degree of confidence. Error due to bias is 
likely to be much larger than sampling 
error in such a design. 

There remains one other basic 
sampling method, i.e., area sampling. 
This type of sample design appears most 
promising. It can be made to reflect 
recent changes in the population, which 
is an extremely valuable attribute where 
non-current data, such as the 1940 
Census statistics, must be used. And it 
can be so constructed as to effect con- 
siderable economies over random sam- 
pling, although it will generally be more 
costly than quota sampling. It also 
permits accurate determination of sample 
error. 


PrRoMIsING ALTERNATIVE AREA 
SAMPLE Desicns* 


The area sampling methods suggested 
here are adapted largely from the sample 
designs developed by The Bureau of the 
Census for the Monthly Report on The 
Labor Force and auxiliary field surveys.® 


‘ The author is greatly indebted to W. Edwards Dem- 
ing, Advisor on Sampling, Bureau of the Budget, who 
offered many valuable suggestions that have been in- 
corporated in this section. 

§ See Morris H. Hansen and William N. Hurwitz, “A 
New Sample of the Population,” Bureau of the Census, 
September, 1944, p. 6; and The Labor Force Bulletin, 
November, 1944, pp. 3-8. The use of Sanborn maps was 
introduced some time after the publication of these de- 
scriptions. For the theoretical basis of the sampling 
technique, consult Morris H. Hansen and William H. 





Alternative sampling methods for Phila- 
delphia will be briefly outlined. Such 
modifications as are necessary for their 
application to other “urban” com- 
munities will be noted. Finally, methods 
for sampling “‘open-country” areas will 
be set forth. 

For Philadelphia, the block would be 
chosen as the primary sampling unit 
and the dwelling unit (to represent 
families) as the secondary sampling 
unit. A sample of blocks would first be 
drawn and then the blocks would be 
subsampled on the basis of dwelling 
units. A block map for Philadelphia 
would first have to be brought down to 
date by inserting new streets, elimi- 
nating any streets shown that are merely 
proposed projects, and indicating recent 
large-scale housing projects. 

If census tract boundaries are not 
already shown on the map, they should 
be drawn in. Subareas of a fairly homo- 
geneous character (foreign-born neigh- 
borhoods, better-class apartment dis- 
tricts, business sections, etc.) would be 
delineated on the map for each of the 
400-odd tracts. For convenience sake, 
the tracts might be taken in the order in 
which they have been numbered by the 
Bureau of the Census. Starting at an 
arbitrary point, all of the blocks of each 
census tract are numbered serially, the 
numbers running through from one 
subarea to another and from tract to 
tract.® 

For example, arbitrarily choosing one 
subarea of Tract 1-A, the blocks would 
be numbered in geographical sequence 





Hurwitz, “On the Theory of Sampling from Finite 
Populations,” The Annals of Mathematical Statistics, 
December, 1943, pp. 333 ff. 

6 The rough delineation of subareas offers little dif- 
ficulty and requires only a minimum of effort. For that 
reason it is recommended even though it probably adds 
but little to the effectiveness of the sample design. In 
any case where it imposes difficulties, the subareas 
should be dropped and the blocks in the tracts would be 
numbered in geographic sequence. 
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within that subarea and the numbering 
would be carried over to successive 
contiguous subareas until all blocks in 
Tract 1-A were numbered. The number- 
ing would then be carried over to sub- 
areas in Tract 1-B, and so on for all 
tracts, so that the blocks of the entire 
city would be represented by an un- 
broken sequence of numbers. For the 
few lightly-populated residential areas 
within the city that have no block 
structure, the “squares” formed by their 
intersecting roads would be treated as 
blocks and included in the block num- 
bering. 

Assume, for the sake of illustration, 
that a total of 10,000 interviews are to 
be made in the whole metropolitan 
district, and that an expected average 
of four interviews per block is set for 
Philadelphia. Allotment of interviews 
being in proportion to families, Phila- 
delphia, with about two-thirds of them, 
would be assigned 6,668 interviews. 
Dividing this figure by four, the expected 
average interviews per block, gives 1,667 
blocks that must be included in the 
block sample.’ 

Several alternative procedures for 
drawing the block sample and _ sub- 
sampling the sample blocks exist, and, 
although statistical methods for measur- 
ing their effectiveness are available, no 
definite choice can be made until the 
Committee has specified exactly what it 
wishes to accomplish by the survey. 


Method 1 
One method of setting up the block 


7 These are not exact figures, since the 1940 Census 
indicates that Philadelphia has somewhat more than 
two-thirds of the families in the metropolitan area. As a 
consequence, the dwelling unit sampling interval of 80 
for Philadelphia, given a few Jines on, is somewhat larger 
than that for the metropolitan district as a whole which 
1s approximately 75 (750,000+ 10,000). However, be- 
Cause the number of families in the district has increased 
since the Census, the sampling interval of 80 might be 
used, in any event, in order to keep the size of the actual 
sample within the 10,000 limit. 





sample would be to divide the total num- 
ber of blocks in the city by the number 
desired in the sample (1,667), which 
would probably give a quotient of about 
8. Every eighth block, i.e., blocks num- 
bered (say), 4, 12, 20, 28, etc., would be 
included in the sample. A field listing of 
all the dwelling units in the blocks so 
chosen would be made. The 1940 Census 
shows that there were 533,332 dwelling 
units in Philadelphia. Division of this 
figure by the total number of interviews 
for Philadelphia (6,668) results in a 
sampling interval for dwelling units for 
the entire city of about 80. 

Since about 1/80 of all dwelling units 
in the city are to be interviewed and the 
block sample contains about 1/8 of the 
total number of blocks in the city, 
1/80+1/8, or 1/10 of the dwelling units 
in the block sample would be inter- 
viewed. This would be done by selecting 
every tenth dwelling unit on the list to 
constitute the dwelling-unit, or family, 
sample. 


Method 2 


An alternative procedure would first 
group the blocks according to the 20 
community districts mentioned in an 
earlier paragraph. These districts are 
based primarily on average prewar 
rental levels. The blocks in each district 
would be stratified according to size. 
That is to say, all blocks in a given 
district with (say) 20 or less dwelling 
units according to the latest Census or 
Directory would be put in one group; 
21-40 dwelling units, in another; 41-60, 
in a third; 61-80, in a fourth; and over 
80, in a fifth. The number of dwelling 
units, according to the 1940 Census, in 
each of these size-strata for a given com- 
munity district would be ascertained. 

Assume the number for the “over 80” 
size-strata of a district to be 4,800. 
Dividing by the sampling interval of 80, 
would give a total of 60 interviews for 
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this stratum. With an expected average 
of four interviews per block, the block 
sample would include 15 blocks, If this 
block stratum contained 45 blocks, then 
every third block from a list of the blocks 
arranged in ascending numerical order 
would be selected for the block sample. 
The dwelling units in the sample 
blocks would be listed and every 27th 
(1/80+1/3=1/27) family on the list 
would be interviewed. 

The effect of this method is to set up 
relatively larger block samples for the 
large blocks, and relatively smaller ones 
for the small blocks, thus affording a 
better geographical spread of interviews 
for the more densely populated portions 
of the community district. 


Method 3 


A third procedure would be to employ 
the technique of sampling with proba- 
bility proportionate to size, which is to 
say that the sample of 1,667 blocks 
would be so drawn that the probability 
of a block being included in the sample 
would be proportionate to its size as 
measured by the number of dwelling 
units. 

To do this the number of dwelling 
units in blocks not covered by the 1940 
Census of Housing would have to be 
determined by field count or possibly by 
estimation, based on Sanborn Maps.’ 
These data would be appended to the 
Census’ block statistics for Philadelphia. 
Assume that these blocks contained a 
total of 13,333 dwelling units. The 
sampling interval for dwelling units 
based on the entire city would then be 
82 (533,332 +13,333 +6,668). Since the 
expected average number of interviews 
per block is four, 82 times 4, or 328, is the 
block sampling interval in terms of 
dwelling units. While this method serves 
to clarify the underlying reasoning, 
actually the block interval would be 


* These maps are discussed in later paragraphs. 


computed directly by dividing 546,665 
by 1,667. 

Taking the blocks in the order in 
which they were numbered on our block 
map (including the supplemental ones), 
and using the number of dwelling units 
in each block as given in the Census 
block statistics with supplemental block 
data inserted, the number of dwelling 
units would be cumulated by blocks. A 
random number between one and 328 
would be selected, say 50. Those blocks 
whose cumulated figure contained 50, 
378, 706, and so on, using 328 as a 
constant addend, would be selected for 
the block sample. Given the figures 
below, for example, blocks 2, 11, and 18 
would be included in the block sample. 


Dwelling Cumulated 
Block No. Units Dwelling 

(7940) Units 
I 38 38 
2° 43 81 
3 25 106 
4 30 136 
5 $1 187 
6 42 229 
: 37 266 
8 30 296 
9 45 34! 
10 35 376 
i 26 402 
12 54 456 
13 44 500 
14 32 532 
15 4° 572 
16 48 620 
17 31 651 
18* 70 721 


* Selected for inclusion in the block sample. 


The dwelling units in these sample 
blocks would be listed, and then sub- 
sampled in proportion to /isted size. 


Method 4 


The above methods require a complete 
field listing of the dwelling units in the 
block sample. This can be largely 
avoided by an alternative method based 
on Sanborn maps (Sanborn Map Com- 
pany, New York City). 

These maps (much used in the fire 
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insurance field) show, along with the 
blocks and streets, the location of each 
structure in a block. Information is also 
given on the number of floors of each 
structure and whether it is a private 
residential building occupied by not 
more than two families, or a dwelling 
unit with a single family occupancy per 
floor, or one occupied by several families 
with at least two per floor, and so on. 
Structures other than dwelling units are 
indicated by symbols and descriptive 
notations. This information, taken to- 
gether with other housing data, makes it 
possible to estimate the number of 
dwelling units in each structure from the 
Sanborn map, and to designate their 
actual location on the map.° 

By means of such estimates, the num- 
ber of dwelling units in the various 
blocks of the city can be obtained with a 
reasonable degree of accuracy. The block 
samples would then be drawn by one or 
another of the methods already indicated 
for the previous sample designs, except 
that the dwelling unit data is that of the 
Sanborn map instead of the 1940 Census. 
Each of these 1,667 sample blocks would 
be divided on the Sanborn maps into 
equal segments of four dwelling units. 
One segment in each sample block would 
be selected at random, and the entire 
segment would be enumerated. 

The Bureau of the Census, which 
developed this method, states, “In 
certain of the blocks it was impossible to 
subdivide the blocks into segments each 
containing approximately six [in its 
case] dwelling units. These blocks were 
subdivided to the extent that it was 
possible and thereafter if such a segment 
was selected for the sample, instructions 
required that the segment be com- 
pletely listed and a subsample selected 


* The derivation of these estimates is not a simple 
matter, So far as the author knows, the Bureau of the 
Census, where Mr. Morris H. Hansen originated the 
method, is the only organization that has developed an 
estimating procedure for this purpose. 


from the listings.”2° In the present 
instance, if such a segment of indeter- 
minate size happened to be selected for 
the sample, it would be listed and four 
dwelling units chosen at random from 
the list would be enumerated. 

While Sanborn maps are available 
for practically all of the cities and towns 
of the Philadelphia Metropolitan Dis- 
trict that have more than 1,000 popula- 
tion, they cover only the “built-up” 
portions of these communities. Even 
for Philadelphia there is an area in the 
extreme northeast that is not built-up, 
and the same situation would probably 
occur for Camden, Chester, the three 
“urban” townships and a number of 
other urban places. One of the other 
methods would have to be applied to 
these areas while Sanborn maps would 
be used for the built-up sections. 

A more serious difficulty lies in cost 
of the Sanborn maps. The 28 volumes 
that cover Philadelphia cost slightly 
more than $4,000. The 13 volumes that 
map Camden, Chester, and nearer, more 
populous parts of Delaware and Mont- 
gomery Counties would run the outlay 
up to $6,000. Unless there is good 
prospect for their use in other research 
projects, or unless they could be resold 
to others at not too great a sacrifice in 
price, this cost would appear almost 
prohibitive in the present case. To 
acquire all of the Sanborn maps that are 
needed to cover the metropolitan area 
completely seems out of the question. 

The Bureau of the Census, which 
owns a complete set of Sanborn Maps 
for the Philadelphia Metropolitan Area, 
may be able to offer considerable help 
in solving this cost problem. It is not 
yet clear under present law how far the 

10 Letter dated July 12, 1945 from A. Ross Eckler, 
Chief, Special Surveys Division, Bureau of the Census. 
The difficulty in subdividing certain blocks on the San- 
born maps lies in the inadequacy of the family and other 


data given on these maps for certain types of structures 
such as apartment houses. Brackets are the author's. 








350 


THE JOURNAL OF MARKETING 





Bureau may go in cooperating with this 
sort of a survey, and certain legal 
technicalities respecting the Sanborn 
Map Company’s copyrights must be 
clarified. If these legal matters can be 
cleared up, and it is to be hoped that 
they can, the Bureau could draw a 
sample of segments of blocks for the 
areas covered by the Sanborn Maps, 
and indicate their boundaries on ap- 
propriate maps for use of interviewers, 
at a cost that might make this method 
the least expensive of all. 


Method 5 


It was stated in footnote 3 that city 
directories, although of current date, do 
not constitute complete listings of house- 
holds (an adequate equivalent of dwell- 
ing units). Despite this fact, even an old 
city directory can be made to yield a 
sample that will give fairly satisfactory 
results by the method of interval 
sampling. 

The latest edition of the Philadelphia 
City Directory is dated 1935. This 
directory, as is true of most of the larger 
as well as some of the smaller ones, 
contains a street guide, which lists 
“households” by streets and house 
numbers. For Philadelphia, blocks would 
be stratified by size as in Method 2, 
which uses 1940 Census data. However, 
for cities and towns for which such 
Census block statistics do not exist, the 
street guide of the directory could be 
used for this purpose, since only ap- 
proximate measures of block size are 
required for purposes of stratification. 

The block sample would then be 
drawn in the manner explained for 
Method 2, although for cities for which 
no Census block statistics are available 
the city-directory count would have to 
be used. Each sample block would then 
be broken into intervals of approxi- 
mately equal size, as indicated by the 
directory. For example, the limits of one 


interval might be “from 401 Thomas 
Street up to but not including 423”; of 
the next, “from 423 up to but not in- 
cluding 429”; and so on. 

A random sample of intervals would 
be drawn, and the interviewer would be 
instructed to cover all households found 
in each of these intervals, regardless of 
whether they are listed in the directory. 
In this way, one obtains a fairly satis- 
factory correction of the inaccuracies 
and incompleteness of the directory. 
Of course, large-scale housing develop- 
ments, blocks omitted from the direc- 
tory, and areas outside the limits 
covered by the directory would have to 
be sampled by one of the other methods. 


PROBLEMS IN DIFFERENT AREAS 


Any of the five sampling methods 
described for Philadelphia would be 
eligible for consideration for Camden, 
Chester, the three “urban” townships 
and the 17 towns and boroughs of 5,000- 
15,000 population scattered through 
other parts of the metropolitan area. 
However, in some of these places it may 
be impossible to use one or another of 
the sampling methods because of special 
conditions. 

Where a borough has no directory, 
Method 5 can not be used. The lack of 
statistical data on the approximate size 
of blocks, which would probably occur 
for many of the towns of 5,000-15,000 
population, would eliminate Methods 2 
and 3, or at least compel a basic modifi- 
cation of the method by requiring a 
random selection of sample blocks, in- 
stead of using size strata or sampling 
with probability in proportion to size. 

Other local conditions may well cause 
considerable minor changes in the ap- 
plication of any one method to the 
communities under present considera- 
tion. For example, the places with 
5,000-15,000 inhabitants are very prob- 
ably too small to warrant use of com- 
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munity districts (Method 2) of any 
kind, in which case stratification of 
blocks by size could be carried out for 
the town as a whole. 

Two segments of the metropolitan 
district remain: (1) about 65 incor- 
porated places of a few hundred to five 
thousand population that possess a 
significant block structure, and (2) the 

“open-country’’ areas (those having no 
significant block structure) in the out- 
lying territory of the district that are not 
embraced in the three urban townships. 

To attempt to sample a// of the small, 
scattered incorporated places by any 
adequate method would undoubtedly 
involve too much expense. So the 30 
such places that are in New Jersey would 
be stratified according to their location 
within bands 5-10, 10-15, and 15-20 
miles from the Philadelphia central 
business district. The 35 small in- 
corporated places in Pennsylvania would 
be similarly stratified, using bands of 
10-15, 15-20, and 20-25 miles. 

Based on available data and _first- 
hand knowledge, three places in each 
band would be selected in such a manner 
as to give as good a cross-section of the 
band as possible, particularly with 
respect to community size, intra-band 
location, transportation facilities, and 
family income. Interviews would be 
assigned to each band in the proportion 
that the number of families in it bore to 
the total number of families in the 
metropolitan district—probably —_run- 
ning to about 65 interviews for a single 
band. The interviews allocated to any 
one band would be assigned to its three 
selected places in proportion to the 
number of families they contain as 
shown in the 1940 Census. Since there 
are no block statistics nor any directories 
with street guides for these small towns, 
it is very probable that the selected 
places would be sampled by Method 1. 

The “open-country” areas lying out- 


side of the cities and the three urban 
townships are scattered all over the 
outlying portion of the metropolitan 
district. Most of them have only thin 
populations stretching over considerable 
distances. To cover all of this segment of 
the district would likewise involve too 
much expense. Apparently the most 
feasible method would be to outline the 
open-country areas in each of the 
six geographical bands previously men- 
tioned, and then to divide this entire 
“open-country” territory into small sec- 
tions or pieces (perhaps bounded by 
country roads in most instances) of 
approximately equal numbers of families 
say 100. 

Let us assume that 40,000 families 
live in the “open-country” territory. 
There would then be 400 such sections 
or pieces. With a sampling interval of 
80," every tenth section (say) would be 
drawn for the section sample. Each of 
these would be divided into eight parts 
of as nearly equal size as possible, and 
one part from each section would be 
drawn at random and all families in it 
interviewed. 

Where only a very limited number of 
small geographical sections of a sizable 
segment of the metropolitan district are 
actually covered by interviews, as is the 
case for the small-town and “open- 
country” segments, it is impossible to 
trace the trade flow to /ocal retail con- 
centrations for those sections not so 
covered. In other words the sample is 
representative for the entire segment 
only for trade flow to the large trade 
centers, such as the downtown Camden 
or Philadelphia business districts, which 
attract trade from the entire segment. 


ADDITIONAL CONSIDERATIONS 


Two additional matters will require 
the Committee’s attention as soon as it 


11 See footnote 7 for comment on the use of 80 rather 
than 75 (750,000 + 10,000). 
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is prepared to pass upon the sampling 
design to be employed by the proposed 
research project.” The method that is to 
be used for processing the raw data and 
for estimating the characteristics of the 
universe should be considered at the 
time that the sampling plan is settled 
upon rather than afterwards. While a 
definite selecticn of method is not neces- 
sary until after the sample is taken, 
possible acceptable alternative proce- 
dures should be clearly stated. They 
may show considerable variations in 
cost, and, for estimating procedures, in 
precision also. 

In addition, computations should be 
made that will show the size of the 
sample required to keep sampling error 
within the tentatively prescribed limits 
(10 per cent) or any revised limits the 
Committee may set. Depending upon 
the particular sample design that is 
chosen, this work may require rather 
involved calculations, perhaps even the 
setting up of special error-formulae. 
Furthermore, the above descriptions of 
the various sampling methods often 
employed ratios which were arbitrarily 
chosen for illustrative purposes only. 
Such ratios should be determined by 
appropriate mathematical computations 
that would take differences in cost into 
account. 

For example, if total interviews are to 
be 10,000 and families in the metropoli- 
tan area in 1940 numbered somewhat 
over 750,000, the over-all sampling ratio 
would probably have to be set at 80 in 
order to prevent the increase in popula- 
tion since 1940 from resulting in a sample 
larger than 10,000. Using this sampling 
ratio in Method 1 for Philadelphia, the 
sampling interval for blocks was given 
as 8 (based on an expected average 


12 For an excellent discussion of the characteristics of 
a professional job of sampling see W. Edwards Deming, 
“On Training in Sampling,” The Journal of the American 
Statistical Association, September, 1945, pp. 307 ff. 


number of interviews per block of 4) and 
the interval for dwelling units as Io. 
It is obvious that the following combina- 
tions of ratios, as well as others, would 
equally well satisfy the sampling ratio 
of 80: 4 and 20, 20 and 4, § and 16, 16 
and 5. 

The effect of decreasing the block 
interval is, of course, to increase the 
geographical dispersion of the interviews 
and to reduce their number per block. 
It was noted earlier that such a high 
degree of geographical dispersion is 
desirable, the difficulty being that it 
causes higher costs. The object of the 
computations is to establish that set of 
ratios that would give the most in- 
formation within the permissible range 
of costs. 

Computations of the sort mentioned 
here require considerable mathematical 
knowledge and a high order of judgment 
(respecting characteristics of universes, 
costs, and so on). The expert advice of 
qualified statisticians thoroughly ex- 
perienced in the sampling field is needed. 

In so far as may be possible both the 
sample design and the actual sample 
that is drawn should be validated for 
income, race and other such pertinent 
family characteristics, and, after the 
sample is taken, actual sampling error 
should, of course, be computed. 


LIMITATIONS OF SUGGESTED 
PROCEDURES 


Since the Committee that sponsored 
the idea for the survey has so far not 
been able to reach any but the most 
tentative decisions on many basic as- 
pects of the survey’s scope, such as 
questionnaire make-up, delineation of 
local watersheds of trade flow, and the 
like, no attempt has been made to 
compute the size of the sample that is 
required, to determine optimum alloca- 
tion of sampling ratios, to set up the 
estimating procedure, or to calculate 
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probable costs, all of which would re- 
quire the services of expert samplers, 
among whom the present author is not 
numbered. However, certain limitations 
of the sample designs set forth above are 
evident on their face and should be 
noted briefly. 

All of the sampling plans treated 
above probably involve a substantial 
outlay. Very rough estimates indicate 
the need of a sample of from 7,500 to 
10,000 interviews if the desired sampling 
error of 10 per cent is to be attained. 

Using Method I as an example, crude 
estimates show that for 10,000 inter- 
views, just the listing of the sample 
blocks in Philadelphia alone could easily 
cost $2,000 or more. Assuming that the 
tentative questionnaire drawn up for 
the project would be used without 
significant changes, the interviewing 
costs, including cost of call-backs, for 
Philadelphia might well run in excess of 
$8,000. Unit costs for listing and inter- 
viewing that one-third of the families 
residing outside of Philadelphia would 
run higher. The total cost could very 
well be three-fourths of that for Phila- 
delphia, or $7,500. Half this sum allowed 
for processing the data, computing the 
estimates, writing the report, and meet- 
ing overhead expenses would push the 
total cost of a sample of 10,000 inter- 
views up to $20,000 in very rough 
terms. 

While some reduction in costs would 
be possible by listing and interviewing 
at the same time, this would require 
thorough training and control of the 
interviewers, and the total cost would 
probably still range close to $20,000. Of 
course, costs can always be reduced by 
narrowing the scope of the survey or 
increasing the allowable sampling error, 
but only at some sacrifice of survey re- 
sults. 


Even as it is, the sample designs ap- 


parently do not yet afford sufficient 
scatteration of the interviews within 
Philadelphia to permit satisfactory de- 
lineation of the local watersheds of trade 
flow in West and North Philadelphia 
where there are numerous business 
centers and thoroughfares situated quite 
close to one another. Nor can the pat- 
tern of trade flow to small local trade 
centers be determined for the open- 
country area and for most of the small 
incorporated places. 

In a sample of this sort, where the 
selection of the elements of the universe 
is automatic so to speak, it is, moreover, 
always desirable to make an extraor- 
dinary effort to induce non-cooperative 
families to answer the questionnaire. 
Call-backs quickly run up costs. The 
expense of obtaining Sanborn maps has 
already been mentioned. It is also true 
that obtaining other maps that have the 
requisite detail required by the other 
sample designs (some of them will have 
to be hand-drawn on the spot), and 
bringing the printed ones down to date, 
involves considerable labor. 

These limitations point once more to 
the urgent need in marketing research for 
sampling techniques, especially for the 
larger surveys, that will give results of 
the required degree of accuracy" at 
costs considerably lower than present 
ones. Certainly the failure to meet this 
need creates a great temptation, as in the 
present instance, to abandon all at- 
tempt to obtain data whose reliability 
can be computed—which would be re- 
grettable, indeed. The sampling experts 
have been well aware of this situation. 
Their progress in improving sampling 
techniques in the last decade or so can 
be taken as a heartening sign by market- 
ing men. 


18 Using the word in its ordinary, non-technical mean- 
ing. 








MEASURING PRICE AND QUALITY OF 
CONSUMERS’ GOODS 


FAITH M. WILLIAMS anno ETHEL D. HOOVER 
U. S. Bureau of Labor Statistics 


Epiror’s Note: This and the following article are 
based upon papers and discussions presented at the annual 
meeting of the Conference on Price Research, of which Dr. 
Corwin D. Edwards is chairman. 


T 1S THE ambition of every price econo- 

mist to obtain price series for goods 
of identical quality, and it is by now 
generally recognized how difficult it is to 
realize that ambition in the consumers’ 
goods field. 

There may have been a time when stu- 
dents of retail prices were content to 
say ““The average price of beef steak in 
the United States in 1929 was 46 cents 
per pound” without any qualifications 
as to the kind or quality of the steak, or 
whether the average represented all com- 
munities in the United States, or simply 
all cities, or what is more likely, simply 
all large cities. If there ever was a time 
when average retail prices were used in 
such an uncritical fashion, it certainly is 
past. Price controls, wage controls, and 
buying experiences during the war have 
made people in every walk of life in- 
tensely conscious of the relationship be- 
tween price and quality. 

Difficult as it still is to provide the 
analyst with figures on prices of con- 
sumers’ goods of constant quality, it is 
much easier to do so now than it was in 
the 1920’s and in our opinion will be 
easier to do so in the future. 


ProGREss IN QUALITY INFORMATION 


Most progress has been made in the 
food field. Definitions of quality were 
developed for purchases of meats and 
eggs for the armed forces in the last war. 
With this beginning, the Department of 
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Agriculture during the 1920’s steadily 
developed grading systems for foods of 
major importance. In 1926 the Secretary 
of Agriculture approved regulations for 
the storage of canned foods under the 
United States Warehouse Act. These 
regulations provide that canned goods 
stored under the Act must be graded 
under the direction of the Department of 
Agriculture. Warehouse receipts issued 
under this Act can be used as collateral 
for loans, and the service has been of 
considerable advantage in financing the 
needs of canners. The Department of 
Agriculture grades have come to be of 
major importance in assisting the collec- 
tor of food prices to obtain price series 
for foods of constant quality. 

Ironically enough, some farm leaders 
have been convinced that it is against 
their interests to have goods sold at re- 
tail labelled in terms of the very grades 
which are used in borrowing funds on 
farm products held in storage. A number 
of mass distributors were using thesé 
grades in retailing before the war; some 
of them have continued to do so during 
the war, and it seems likely that many 
more will follow this practice when war 
shortages are a thing of the past. 

Meat grading, which is now manda- 
tory under the regulations of the Office 
of Economic Stabilization for beef, veal 
and lamb, has so many advantages from 
the view of both the retailer and the con- 
sumer that it is undoubtedly here to 
stay, and it will probably be extended. 
Pork; for example, at the present time 
is graded only as U. S. No. I and as 
“oily” or “‘soft”’ pork. There is consider- 
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able variation in quality within the limits 
of U. S. No. 1 and consequently prices 
on pork are subject to quality fluctua- 
tions with changes in the kind of pork 
on the market. 

There has also been an improvement 
in the quality information available on 
textile products. There was a time when 
sheets were sold entirely by brand name, 
with no information on quality available 
to the consumer. Nowadays in the ma- 
jority of stores, thread count is either 
given on the label attached to the goods 
or in signs on the counter, and buyers 
know the thread count for many of the 
standardized cotton fabrics. 

The quality of wool blankets and of 
the fabrics used in men’s suits and over- 
coats is frequently indicated by the 
weight as well as by type of wool used 
in their construction (virgin wool, re- 
processed wool, and reused wool), but 
there are wide variations in quality and 
in price within the limits defined by these 
measures. Rayon or part-rayon fabrics 
are marked as such in accordance with a 
ruling of the Federal Trade Commission, 
but it is not required that viscose, ace- 
tate or cuprammonium rayon be dis- 
tinguished on labels attached to yard 
goods or garments made of rayon. The 
Bureau of Labor Statistics regards rayon 
garments, except rayon hose, as among 
the most difficult to rate for quality. 
Thread count is almost never given on 
wool or rayon fabrics and neither is color 
fastness. 

Standards for rayon stockings were 
developed by the OPA and the WPB in 
1943. They were subjected to a great 
deal of criticism when they were promul- 
gated, but in our opinion they have oper- 
ated to improve both the quality of the 
rayon hose on the market and the price 
situation. 

Pricing goods made of silk has ceased 
to be a problem to us, because at the 


present time the supply of silk available 
for civilian use is infinitesimal. It was 
one of our chief worries in the period 
before the Federal Trade Commission 
required that goods made in whole or 
in part of rayon must be so labelled, and 
that “‘weighted”’ silk must be identified. 

A Federal Trade Commission ruling 
of June 1932 required that if silk prod- 
ucts were labelled “‘silk,’”’ but also con- 
tained more than Io per cent of non- 
fibrous products, the label must include 
the statement that the fabric was 
weighted. This ruling was subsequently 
strengthened in a number of court deci- 
sions which supported the Commission’s 
position, and in 1938 a new regulation 
was issued which required that the per- 
centage of weighting and the presence 
of fibres other than silk be indicated on 
labels which must be carried through to 
the retailer’s shelves. Even those re- 
quirements did not entirely solve the 
problem as there is considerable varia- 
tion in the quality of “‘pure dye silks,” 
and as a rule, pure dye silks were not 
marketed with labels giving any further 
information as to quality. 

As to color fastness, there is a “‘com- 
mercial standard” on the subject, but 
it is not applicable to all types of textile 
fabrics. Efforts of the Federal Trade 
Commission since 1942 to develop stand- 
ard methods of labelling textile products 
of all types as to color fastness have not 
yet borne fruit because it has been im- 
possible to obtain agreement in the in- 
dustry. The Commission’s proposal seems 
to present a very promising avenue of 
approach to the problem. 

In recent years the presentation of in- 
formation about shrinkage has been 
standardized under a Federal Trade 
Commission ruling which requires that 
garments may not be labelled pre-shrunk 
unless residual shrinkage is given in 
percentage terms. A manufacturing con- 
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cern voluntarily adopted a shrinkage 
standard and garments are not labelled 
“sanforized” unless the residual shrink- 
age is I per cent or less. In general, the 
development of quality information in 
the textile field lags far behind that in 
the food field. 

The measurement of the quality of 
mechanical applicances is still in an ele- 
mentary stage. The fact that before the 
war technical improvements or style 
changes were being made annually in 
automobiles, radios, washing machines 
and vacuum cleaners and other mechani- 
cal appliances sold to consumers has 
made it impossible to price mechanical 
goods of the same quality from year to 
years. 


Development of BLS specifications 


At the beginning of its work in the 
retail price field, the Bureau of Labor 
Statistics relied very largely on the 
simplest of procedures in collecting 
prices on goods comparable in quality 
from one period to the next. Field agents 
were supplied with the prices recorded 
in the last field survey and a very brief 
notation identifying the goods priced in 
the previous period. The agents gave the 
buyer or store manager this information 
and asked for the current price. 

When the Bureau was reorganized and 
enlarged in 1934, and Miss Stella Stew- 
art was made Chief of the Retail Price 
Division, one of the first tasks under- 
taken by the new Division was the de- 
velopment of detailed descriptions of the 
quality factors for the goods to be priced, 
to aid the Bureau’s informants in pro- 
viding more carefully considered price 
data. At that time, Miss Stewart and 
her staff combed the files of technicians 
and trade agencies for information to 
define, in scientific terms which would be 
intelligible to the retail trade, the qual- 
ity of the goods then priced. 


When the Bureau had completed its 
study of the family expenditures of large 
city wage earners and clerical workers 
in 1934-36, the prices paid by this group 
for the most important items in their 
budgets were summarized by regions. 
The Bureau’s staff then consulted with 
manufacturers throughout the country 
as to the quality characteristics of the 
goods in the price brackets where these 
purchases were concentrated, and a new 
set of quality specifications were pre- 
pared for collection of retail prices. 

In the development of these specifica- 
tions, it was found that, except for food, 
most of the information available on the 
quality of consumers’ goods was con- 
cerned with defining the materials of 
which they were made and how they 
were constructed. There was practically 
no data in regard to their performance— 
their value in use to the consumer 
buyer. It was therefore necessary to 
frame the specifications, with which the 
Bureau’s field agents were provided, 
largely in terms of kind and quality of 
materials used to produce the goods they 
price. 

Considerable improvement in the spec- 
ifications used in the Bureau’s retail 
price surveys has been possible since 
1934 but it is still true that most of the 
available quality measurements have to 
do with materials and construction, and 
not with serviceability. In a period when 
consumers’ goods are not changing 
rapidly, measurements of materials and 
construction provide a very satisfactory 
basis for price comparison. In a time 
when the goods on the retailers’ shelves 
are changing frequently, however, the 
lack of measures of serviceability is a 
very serious handicap. 


Qua.ity ProsBLems DurING 
THE War PERIOD 


The effect of the lack of measures of 





THE JOURNAL OF MARKETING 


357 





serviceability is well illustrated by the 
problem encountered in pricing men’s 
broadcloth shorts during the war period. 
The index has included prices for broad- 
cloth and printed percale shorts. Before 
the war the description for the broad- 
cloth shorts was as follows: 


Fabric: Print broadcloth, 10060 con- 
struction, carded yarn. Colors fast to 
washing. 

Construction and styling: Well made with 
careful attention to detail and trim; 133 
to 14 yds. per doz. based on 36” fabric 
and 30” to 44” size scale. Woven elastic 
inserts at waist. 


When most of the supply of broad- 
cloth in this thread count and most of 
the rubber supply were assigned to the 
armed forces, a new specification was 
written in order to provide the Bureau 
with a series of prices which could be 
carried forward during the war period. 
The new specification differed from the 
prewar specification in that the thread 
count might be as low as 80X60 threads 
to the square inch; the amount of fabric 
was reduced to 11 to 12 yards per dozen, 
and tie sides took the place of elastic 
inserts. 

By December 1943, reports on prices 
for the original specification had disap- 
peared from 29 of the 34 cities covered 
by the cost of living index. As the report 
was received from each city that supplies 
of the prewar shorts had either been ex- 
hausted, or had fallen so low as to be 
negligible, the price series for the war- 
time broadcloth shorts were introduced 
into the cost of living index for that city. 
We knew that the wartime shorts were 
poorer in quality than the type priced 
prewar, but we had no statistical meas- 
ure of the extent of the change, of the 
shorter period of wear which would prob- 
ably be given by looser weave, nor of 
the comparative utility of tie sides ver- 
sus elastic inserts. 


There are some well established lab- 
oratory techniques for measuring the 
relative wear of 100X60 broadcloth and 
80X60 broadcloth, although one of the 
needed tests (that on resistance to abra- 
sion) has never been standardized. In a 
period of war, it was impossible to ob- 
tain the laboratory equipment, person- 
nel, and funds required to test the wear- 
ing quality of large enough samples of 
the war and prewar goods to establish 
the average change in quality according 
to the established tests, and even more 
impossible to develop new tests. (The 
lack of a standardized abrasion test is a 
very great handicap in measuring the 
wearing quality of clothing, as much of 
the wear in clothing is due to rubbing.) 

In this situation, it was necessary to 
develop a reasonable expedient which 
would, insofar as possible, measure for 
the Bureau’ s index the rise in living 
costs which results from the quality 
deterioration of many of the goods avail- 
able to consumers in the war period. 
When it was necessary to introduce into 
the index for any city a new price series 
for merchandise inferior in quality to 
that which had previously been priced, 
the procedures used were as follows. 

If the price of the inferior good on the 
date of its introduction was lower than 
or equal to the price of its predecessor in 
the previous period, the new series was 
linked! into the index. When the price 
of the substitute article was lower, this 
procedure had the effect of increasing 
the quantity weight for this item, and 
roughly compensating for the shorter 
wearing quality of the substitute article. 
Whether the compensation was large 
enough in most cases, or too large, we do 
not know because we have no informa- 


1 That is, the substitute was introduced at the level 
of the index. If the price of the substitute product had 
increased between the previous month and the current 
month, this change was reflected in the index. 
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tion on the lower-wearing quality for 
which we had to compensate. When the 
price of the substitute was higher we 
showed a price increase, with no com- 
pensation for the lower quality because 
no data on serviceability were available. 

In the case of the broadcloth shorts, by 
December 1943 we had linked the sub- 
stitute specification into the indexes for 
29 cities and had introduced it in the 
indexes for 4 cities at higher prices. In 
one city it was still possible to find an 
adequate supply of shorts of the prewar 
quality. Beginning in the fall of 1943, 
there was another reason for increasing 
the weight assigned broadcloth shorts. 
Printed percale shorts (thread count 
64X60) began to disappear from re- 
tailers’ shelves so generally that it was 
evident that men having to purchase 
shorts would be obliged to buy the more 
expensive but more durable broadcloth 
shorts. The index was carried on with 
the price series for broadcloth shorts with 
the weight formerly assigned to the two 
types of shorts. 

In order to reflect this increased cost 
to the consumer, we showed an increase 
from the price of printed percale in the 
last month in which they were available 
to the price of the broadcloth shorts in 
the next month. When this type of sub- 
stitution occurred, there was no com- 
pensation in the index for the fact that 
the broadcloth shorts will wear longer 
than the printed percale shorts. When 
the shorts of the prewar qualities reap- 
pear in the market, the weight will be 
split again and the current prices of the 
two qualities will be compared with 
prices meeting the prewar specifications 
in December 1941.” 


2 Prices on this date are to be used as the basis for 
comparison when goods of prewar quality are reintro- 
duced into the index, no matter when the substitute se- 
ries was introduced into the index. The choice of a single 
date simplifies the clerical work involved and the choice 


It is important to observe, of course, 
that the kind of quality deterioration 
involved in changing from one specifica- 
tion to another of a lower quality is not 
the only kind of wartime quality change 
about which the Bureau has been con- 
cerned. There have also been the hidden 
quality differences, the small changes in 
quality factors which are either not cov- 
ered by the Bureau’s specifications or are 
called for, but about which the field 
agents are not able to obtain informa- 
tion. It is even more difficult to deal with 
this type of change than it is to deal with 
a known change in materials. 

When the Technical Advisory Com- 
mittee’ to the President’s Committee on 
the Cost of Living (the “Mitchell” Com- 
mittee) was confronted with this ques- 
tion, they made the following comment: 


“What people are most concerned about is 
the change in real price, that is, the cost of a 
given quantity of utility or serviceability. If 
the poorer quality resulted in their needing 
a larger quantity of the product, allowance 
for quality deterioration might be made by 
increasing the quantity weights. (To do that 
would have little meaning unless market 
supplies and rationing made increased pur- 
chases possible—which they may not.) The 
Bureau has increased its quantity weights for 
some articles, but the number is small. The 
deterioration of goods that cannot be thus 
offset by buying more units is, for the most 
part, one of the hardships imposed by the 
war which all of us must bear as best we can. 
It will disappear as the war approaches its 
end, more materials become available for 
making consumers’ goods, and the manpower 
shortage is relieved. 

“Because we are convinced that some esti- 





of an early date has the advantage of basing this crucial 
comparison on prices before hidden quality deteriora- 
tion had become prevalent. 

* Wesley C. Mitchell, Chairman; Simon Kuznets, 
Margaret G. Reid. Technical staff: Solomon Fabricant, 
Everett E. Hagen, George H. Hildebrand, Jr., Lloyd A. 
Metzler, and Arthur Smithies. 
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mates of the greater expenses incurred be- 
cause of poorer quality are much too high, we 
are willing to contribute our guess. We be- 
lieve that family expenditures in general 
have not been pushed up by deterioration of 
qualities and price increases for the full range 
of qualities, more than two or three points 
beyond the increase indicated by the BLS in- 
dex. In making this guess, we isolated the 
items for which reduced quality tends to 
force the purchase of increased quantity. We 
took into account the importance of these 
goods in the total index and the BLS method 
of pricing, and studied market data on both 
quality and quantity. And we considered the 
probable effect of the BLS’ failure to cover 
the entire range of qualities. 

“Extensive quality deterioration has oc- 
curred in the items covered by the index. 
Most of it is the direct result of the shortage 
of materials and labor, which, in turn, re- 
sulted from the war. The BLS has sys- 
tematically priced the same quality wherever 
it was found in the market. When it shifted 
to another quality, the BLS appears to have 
selected grades that correspond closely to the 
items dropped apart from changes made to 
comply with official orders. We know no sat- 
isfactory way of measuring changes in ‘real 
prices’—that is, the prices of a given quan- 
tity of utility, usefulness, or service, such as 
occurs when poorer qualities are priced.” 


In computing its informed guess of 
the effect on average “real prices” in 
large cities of the quality deterioration 
not reflected in the Bureau’s index of 
retail prices charged moderate income 
consumers, the Mitchell Committee 
made the following calculations: 


deterioration were made is applied to 
the estimate of the proportion of the 
group affected, it appears that in the 
Committee’s judgment about 23 per cent 
of the total value of the goods included 
in the index had been, to a greater or 
less extent, subject to unreflected price 
increases. In its final estimate, the Com- 
mittee concluded that the increase in 
average retail prices shown by the 
Bureau’s index from January 1941 to 
December 1943 would have been higher 
by 1.19 to 2.17 per cent (1.46~—2.69 points 
on the index) if it had been possible to 
measure hidden increases in cost due to 
quality factors. During this period the 
Bureau had shown an increase in aver- 
age retail prices to moderate income con- 
sumers in large cities of 23.4 per cent. 


Errect OF QuALITY CHANGES ON PRICE 
SERIES FOR CONSUMERS’ GOODS IN THE 
1920’s and 1930's 


The problems met during war periods 
in obtaining prices of goods of constant 
quality are different from those encoun- 
tered in peacetime, both in magnitude 
and direction. In peacetime, quality 
changes do not occur as rapidly as in 
war, and they have been in the direction 
of improvement in quality. Unfortu- 
nately for the price analyst, and the 
student of real wages, improvements in 
the quality of consumers’ goods are as 
difficult to measure as quality deteriora- 
tion. 

If all the various unmeasured improve- 


Computation or THE Errecr or Hippen Quaity DeTerioraTion on CHANGE IN “Rea Prices” at Retain 


Relative importance of items priced, Jan. 1941 


Per cent of weight affected by hidden quality deterioration 

Estimated per cent increase in “real price” of items affected by quality 
deterioration not reflected in cost of living index, Jan. 1941-Dec. 1943 2.1-5 

Estimated unreflected per cent increase in each group index 1. 1-3. 


When the relative i importance of each 
group for which estimates of quality 


House 
Food Clothing Furnishings 
34-3 11.0 4-4 
54.6 22.7 $1.9 


°7 17.6-22.0 
I 4-0-5.0 


22.1-28.4 
7.0-9.0 


ments in consumers’ goods in the 1920’s 
and 1930's were listed, we believe it 
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would be necessary to conclude that the 
available price indexes did not and could 
not provide a complete measure of price 
trends in that twenty-year period. The 
BLS cost of living index was 34 per cent 
lower on August 15, 1939 than in June 
1920. In the period from June 1920 to 
December 1934, the clothing component 
of the index was subject to upward biases 
from time to time as new textile products 
were linked into the index without tak- 
ing account of the fact that as silk stock- 
ings replaced cotton stockings, or as 
rayon and silk slips replaced cotton cor- 
set covers and petticoats, the index was 
representing a higher plane of living. 
In March 1935, an entirely new bill of 
goods including automobiles, radios, and 
mechanical refrigerators was linked into 
the index, a bill of goods which repre- 
sented a higher plane of living than that 
which had formed the basis of the 


weights for the index from 1913 through 
1934. This change in the bill of goods 


priced was necessary if the index was to 
reflect changes in average prices of goods 
which wage earners and clerical workers 
were actually buying 1 in the mid-1930’s. 
But in using the series it is necessary to 
recognize that it does not provide, and 
that no price series could provide, 
complete measure of changes in the price 
of the same level of living since 1920. 

During the first two decades after 
World War I, while the practice of pro- 
viding retailers and consumers with in- 
formation as to quality of food and tex- 
tile products was making the task of the 
price analyst easier, there was a marked 
increase in expenditures by average con- 
sumers for the mechanical goods which 
were improving in efficiency and for 
which there are no statistical measures 
of serviceability. 

The most frequently cited case is that 
of the the automobile. The BLS whole- 


sale price index for passenger automo- 


biles in 1941 was 62 as compared with 
100 in 1913, the first date for which this 
series was introduced into the wholesale 
price index. It is obvious that the speed, 
acceleration, hill climbing ability, com- 
fort, and good looks of passenger cars 
improved enormously over that period, 
and that if there were a consolidated 
index of these quality changes which 
could be applied to what might be called 
the “crude price index”’ (if we may adapt 
a term used in vital statistics), the 
“adjusted price index’”’ would be even 
lower. But we still have no summary 
figure on the changes in the “value in 
use” of the passenger automobile, al- 
though considerable discussion of this 
point has been published by Alexander 
Sachs, A. T. Court, and others in this 
field. 

The National Bureau of Standards in 
the ten years before the war regularly 
tested new models of passenger automo- 
biles of the types purchased by govern- 
ment departments, for efficiency in op- 
eration—consumption of gasoline, speed, 
maneuverability, and safety of operation 
under standard test conditions. The 
tests were designed to find out whether 
the cars met certain standards, which 
naturally enough, have been raised over 
the years as automobile designs have 
been improved. No attempt was made, 
however, to combine the test results into 
a consolidated efficiency rating for each 
type of car; also, the Bureau of Stand- 
ards did not try to measure either com- 
fort or durability because of the difh- 
culty and the expense of measuring these 
factors. 

It is worth while to analyze the situa- 
tion as regards another of the durables. 
The proportion of moderate-income fam- 
ilies buying electric refrigerators in- 
creased very rapidly in the 1930's, and 
prices for such refrigerators were in- 
cluded in the Bureau of Labor Statistics 
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cost of living index in 1935. The Bureau 
of Standards does not test electric re- 
frigerators regularly, but does so on re- 
quest when the Procurement Division or 
any other government agency has occa- 
sion to buy them. The current federal 
specification requires that tests be made 
of finish, speed in ice making, and cur- 
rent required to maintain specified tem- 
peratures inside the box at specified 
room temperatures. Here again, no at- 
tempt has been made to combine the 
results into a consolidated rating, and 
the Bureau of Standards has not pub- 
lished the results. 

Industry representatives have stated 
that the number of kilowatt hours used 
in operating electric refrigerators de- 
clined by almost one-third from 1934 to 
1937. But no data have been made avail- 
able which showed changes in the num- 
ber of kilowatt hours required to operate 
refrigerators of the same size with the 
same load at the same room tempera- 
tures over the period, nor have we re- 
ceived any data on changes in the dura- 
bility of the refrigerators we price. It 
seems probable, however, that in this 
case also the “adjusted price index” 
would have declined more than the 
“crude price index” if data on service- 
ability had been available with which to 
compute an “‘adjusted price index.” 

When we turn to soft goods, we find 
certain quality changes which could be 
measured more easily than those which 
occur in mechanical goods. There was no 
technical reason why all textiles should 
not be marked as to their tensile strength, 
but they were not. Then, as now, there 
Were no tests for resistance to abrasion, 
color fastness, air permeability, or heat 
conductivity on which there is general 
agreement among textile chemists and 
physicists. With the introduction of the 
synthetics, the student of clothing costs 
met and did not solve the problem of 


measuring the relative serviceability of 
the new fabrics as compared with the 
old. 

Another case in point is the price of 
a seat at the movies. The movies of the 
1920’s were very seldom shown in the 
Thirties so that it was for all practical 
purposes impossible to price in 1939 
movies of the quality shown in the 
1920’s. The movies we saw in 1939 were 
certainly in many ways a vast improve- 
ment over those we saw in the 1920’s. 
Whether the audiences of 1939 enjoyed 
their movies any more than the audi- 
ences of the 1920’s enjoyed theirs, we 
have no way of measuring. The BLS has 
gone on obtaining prices of a seat at the 
movies of the day, and comparing them 
over time, without making any allow- 
ance for the fact that our films are no 
longer “flickers” and that on the average 
seats in movie theatres are much softer 
than they were in the early 1920’s. It 
may be that movies of the I920’s gave 
more value for a half dollar than those of 
1939 gave the more sophisticated audi- 
ences of the latter date. However that 
may be, we do not know any technique 
we can recommend for measuring changes 
in the value received from movies. 


DEVELOPMENT OF SPECIFICATIONS USED 
IN OBTAINING RETAIL PRICES 
BY THE BLS 


As noted above, over the period since 
1903 when the Bureau of Labor Statis- 
tics began to collect retail prices, there 
has been¥progressive¥refinement of its 
procedures in defining the quality of the 
consumers’ goods it prices. 

As the Department of Agriculture has 
developed grades for food products, the 
Bureau has incorporated these grades 
into its directions to field agents. In the 
time of World War I and through the 
next decade, food prices were generally 
collected for the best selling brand, size, 
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and grade of a given commodity in each 
store included in the sample. For ex- 
ample, a reporter quoted the price of 
“Beef, rib roast,” with no mention of the 
grade or specific cut. This resulted in a 
wide range of prices based on different 
qualities and cuts. 

In the mid-Thirties, the specification 
was “Beef, rib roast, No. 2 grade,” 
even though grade definitions were not 
generally used by the trade at that time. 
Today, the specification reads “Beef, 
rib roast, bone-in, 10-inch cut, U. S. 
good or grade A.” Similarly, the specifi- 
cation for ham was formerly that “sell- 
ing in greatest volume,” while the cur- 
rent instruction is to price “Skinned, 
smoked, whole ham, in the 10 to 16 
pound size range. The ham may be 
tenderized. Do not price ready-to-eat, 
baked, or cooked styles, butt ends, or 
picnics (shoulders).” 

Obviously, our pricing would be much 
more accurate if the retailer knew every- 
thing about the foods being sold. The 
retailer can buy by specification only if 
the seller grades the merchandise or if 
his sales volume is large enough to en- 
able him to buy by contract to meet his 
own set of specifications. For example, 
the small retailer must trust the miller 
for maintaining quality of flour he buys, 
but the large chain can purchase flour 
milled to its own specifications and pack- 
aged under its own label. On the other 
hand, the small meat market can now 
purchase meat graded by federal grad- 
ers, just as easily as the large chain. 

There are Department of Agriculture 
grades for fresh fruits, but the fruits 
priced by the Bureau are seldom sold 
with grade labels at the retail level. 
Oranges are regularly graded by size and 
that fact in itself is of considerable as- 
sistance in obtaining prices at retail. 
There are also Department of Agricul- 
ture grades for the most important of 


the fresh vegetables, although wide qual- 
ity variations occur within grade. Pota- 
toes are widely sold at retail by U. S. 
grade, and sweet potatoes, cabbage, and 
onions are frequently thus sold. Before 
the war a number of the important food 
chains were having their canned goods 
graded in accordance with the govern- 
ment grades, and some of them have 
continued to do so during the war 
period.‘ The Bureau continues to ask 
for prices according to government 
grade. 

In pricing clothing, textiles and furni- 
ture there have also been great advances 
in the Bureau’s pricing procedures. 

Prior to 1935, field agents were in- 
structed to obtain prices for “‘overalls,” 
but were not instructed to enter type 
and weight of fabric or other quality 
details on the price schedules. In the 
majority of cases, however, the agents 
entered the kind of fabric (which was 
practically without exception, denim) 
and in many cases were able to obtain 
the weight of the fabric. Agents were not 
requested to report yardage, whether 
pre-shrunk, quality of trimmings, whether 
the overalls were general or specialty 
type, and whether single or double 
stitching was used. 

Beginning with 1935 the following 
specification was used: 


Overalls. 


Cotton 2.20 white backed denim; 46 yards 
to the dozen (45-48 acceptable); lock, 
double, or triple stitched, bar tacked 
and riveted, all points of strain rein- 
forced. 


The specification currently in use de- 
fines more detail, such as type of pockets, 


* Some of the chains discontinued this practice during 
the war, because such a large proportion of Grades A 
and B were diverted to the Armed Forces, and the chain 
store executives feared that their customers who were 
accustomed to buying Grades A and B canned goods 
would object to buying goods labelled Grade C. 
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shrinkage, and weight of garment, as 
follows: 


Overalls, white-back denim. 


Fabric: Cotton, 2.20 yards per pound de- 
fore sanforizing, sanforized to approxi- 
mately 8 oz. per yard; pockets of drill, 
sheeting, or similar fabric. 

Sanforized shrunk. 

Construction and styling: 45-46 yards per 
dozen, based on 28” fabric and 32-42" 
size scale; high back, bib style; double 
stitched seams, bar tacked at points of 
strain; minimum amount of trimming. 

Specify whether with or without union label. 


Another example of changes in the 
Bureau’s procedures is afforded by the 
methods used in collecting prices of wool 
blankets. Until 1935, field agents were 
instructed to price ‘wool blankets,” 
and neither the wool content, size, nor 
weight was specified. Field agents ob- 
taining prices in one period supplied as 
much information as they believed 
would help the agent in the next period 
to identify the quality. They usually 
stated whether the blanket was all or 
“part” wool, and the size and color of 
the blanket. The original selection of the 
wool blanket to be priced in each store 
was the “volume seller.” Therefore, 
while the reported prices within one 
store represented the trend of prices for 
the types selected for that store, there 
were considerable variations between 
stores as to the qualities priced. 

The specification for wool blankets 
developed and used during 1935 and 
1936 was quite broad, embracing both 
single and double blankets, so that there 
was considerable variation between the 
qualities priced under the same specifi- 
cation. The agent was required to list 
on the schedule information relative to 
per cent of wool, size, and weight so 
that a comparable blanket would be 
priced in the succeeding period. In 1935, 


the following specification was used in 
collecting retail prices: 


Blanket, wool, medium quality —Not less 
than 75 per cent wool, single or double, 
solid colors, rayon binding, about 4 or § 
pounds, approximately 70X80 inches. 
Specify: single or double, size, and 
weight. 


In 1936, another change was made: 


Blanket, wool, medium quality.—All wool 
or not less than 75 per cent medium 
grade virgin wool; rayon binding; single 
or pair; about 72X84 inches; approxi- 
mately 2% pounds single or § pounds per 
pair or double-faced (reversible) single. 
Specify percentage of wool, whether sin- 
gle or pair, or double-faced single, size, 
and weight. 


In 1937, two specifications were issued 


in the place of the one, separating single 
and double blankets: 


Blanket, all wool (98 per cent or above), dou- 
ble (pair)—Medium grade virgin wool; 
size 72X84 inches; weight § pounds; 
block plaid; 3 to 4 inch rayon binding. 

Blanket, all wool (98 per cent or above), sin- 
gle (double woven reversible) 
grade virgin wool; size 72X84 inches, 
weight 33 pounds; two-tone colors; 3 to 
4 inch two-tone rayon binding. 





These specifications are still being used 
in connection with others which define 
the kind of part-wool blankets to be 
priced. 

The Bureau does not include in its 
specifications all the factors which might 
now be supplied, because we have found 
from experience in attempting to get 
more quality information from store 
managers and buyers that very few of 
them can supply even as much informa- 
tion as we now ask. There are a number 
of additional quality factors which we 
should like to include in our specifica- 
tions but we have not done so because 
retail buyers do not have the necessary 
information for the goods they sell. For 
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example, for blankets the more impor- 
tant of these additional factors we should 
like to specify are: 


1. Quality of the wool used. 

2. Size of yarn in warp and filling. 

3. Twists per inch in warp and filling. 

4. Breaking strength (pounds) in warp 
and filling (tensile strength). 

5. Thread count. 

6. Thickness. 

7. Per cent of shrinkage. 

8. Resistance to abrasion. 

g. Air permeability (tends to decrease as 


the laundering increases. Also, there 
is a relationship between air per- 
meability and the weight per square 
yard so that as the weight decreases, 
the amount of air passing through 
increases). 

10. Heat transmission (heat transmission, 
together with air permeability, 
serves as a measure of warmth). 


Our field agents frequently report 
their difficulties in obtaining informa- 
tion from their retail sources about the 
quality of goods for sale. One of them 
told us of a buyer who had reported a 
very low price on a girl’s sweater, under 
a specification calling for 2-ply yarn. 
The agent examined the sweater closely 
and saw it was knit from a single-ply 
yarn and remarked to the buyer “But 
this isn’t 2-ply yarn, is it?” The buyer 
indignantly answered, “If you must 
know that, you'll have to ask the sheep 
that grew the wool.” 

In another case, our field agent was 
asking for a quotation on an all-wool 
Axminster rug. The store buyer gave 
her a price, and when she asked for the 
manufacturer’s name and the style name 
or number, the buyer replied “Bigelow 
Sanford’s ‘Suffield’.”” Our agent knew 
“Suffield” to be the style name of a 50 
per cent wool, 50 per cent rayon rug, 
and she also knew that the Bigelow San- 
ford Company provides its rugs with a 


very complete label when they leave the 
factory. So she showed the buyer the 
label, and he was apparently genuinely 
astonished. He said he had always pro- 
ceeded on the assumption that the rug 
was 100 per cent wool and had never 


looked at the label. 


Dispersion of prices for goods reported as 
meeting the same specifications 


It would seem logical to assume that 
the more standardized the product and 
the better the quality information avail- 
able to the retailer, the smaller the dis- 
persion in the prices reported on a given 
date. The Bureau of Labor Statistics 
has never had a clerical staff large enough 
to devote many man-hours to an analy- 
sis of the dispersion of the prices we col- 
lect in large cities. 

Food prices excepted, a minimum of 4 
quotations are collected for each specifi- 
cation in each city except in New York 
City where 5 quotations are obtained. 
To produce a really satisfactory measure 
of the dispersion of the prices, variations 
within the quotations obtained in each 
city, and the estimated volume of sales 
represented by the quotations from each, 
should be taken into account. 

Lacking the time to compute such a 
measure, we computed for September 
1938 coefficients of variation of prices 
collected in 34 large cities (without re- 
gard to in-city differences or to volume of 
sale in each city) for two entirely dif- 
ferent kinds of dresses to find out 
whether the dispersion was greater for 
the one for which it is much more diff- 
cult to obtain quality information than 
for the one for which quality is easier 
to identify. The coefficient of variation 
for cotton house dresses made of percale 
(140 threads to the square inch) was 9.2 
per cent, while for a wool dress of “‘me- 
dium quality” it was 23.9 per cent. The 
average price of the percale house dress 
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at that time (again without weighting 
for volume of sale in each city) was $1.97 
and of the wool dress $14.46. It would 
require further study to determine 
whether there is generally a correlation 
between the amount of quality informa- 
tion we can obtain and the dispersion of 
prices, but it would seem reasonable to 
expect that there would be. 


CoMPARISON OF RiIsE SHOWN BY INDEXES 
oF Prices oF Goops WITH VARYING 
AMOUNTS OF QUALITY 
IDENTIFICATION 


It would also be expected that indexes 
of prices for goods on which our quality 
information is superior would have risen 
faster during the war period than those 
for which information on quality is frag- 
mentary. When he knows very little 
about the quality of a certain commod- 
ity, it is natural for the store buyer or 
store manager to report time after time 
the price line which is associated in his 
mind with the type of merchandise for 
which a price is asked, without taking 
account of the fact that the quality of 
the merchandise may have been lowered. 

During the early part of the war pe- 
riod, goods labelled with prewar price 
lines continued to appear on retail 
shelves, although in many cases the 
quality of the goods selling for, say, 
$1.95 was distinctly inferior to the qual- 
ity of goods selling for $1.95 before the 
war. The Bureau’s field agents have for 
many years been instructed to obtain 
reports not on price lines, but on price 
in relation to quality. When quality in- 
formation is lacking, however, it is 
natural for the Bureau’s informants to 
be influenced by the fact that the price 
lines available last year still appear on 
the retail shelves. The better the quality 
information, the easier it is to avoid this 
type of downward bias. 

Differences in the rise of percale house 


dresses and of cotton street dresses pro- 
vide a good illustration of the difficulty 
of measuring price increases for goods 
which have many unmeasured charac- 
teristics. The specifications used in ob- 


taining prices for these dresses were as 
follows: 


House dress, percale, inexpensive quality. 
Fabric: Printed percale, 68X72 construc- 
tion; colors fast to washing. 
Construction and styling: One piece style, 
long or short sleeves. 
Clean workmanship, carefully trimmed, 
seams finished with pinking, stitching or 
binding; manufactured by a house dress 
and wash frock manufacturer. 
Size 20. 


House dress, cotton, inexpensive quality. 
Fabric: Cotton: voile, batiste, or dimity; 
printed patterns. 
Voile, 60 X 56 or similar construction. 
Batiste, 72 X68 or similar construction 
Dimity, 96X68 or similar construction. 
Construction and styling: One piece, wash 
frock. 
Fair workmanship; moderate amount of 
detail and trim; manufactured by a 
house dress and wash frock manufac- 
turer. 
Size 20. 


Wash frock, cotton, medium quality. 
Fabric: Printed fabrics: Voile, 68 X60 or 
similar construction; batiste, 8080 
construction; dimity, 11464 construc- 
tion; colors fast to washing. 
Construction and styling: One piece style, 
short sleeves. 
Full sized, well made, with careful at- 
tention to detail and trim, seams fin- 
ished with pinking, stitching, or binding, 
manufactured by a house dress and wash 
frock manufacturer. 
Size 20. 


Prices’ for the percale house dresses in 
large cities in June 1939 were $1.05; for 
the cotton street dress (inexpensive 


5 Averages computed without weighting by city vol- 
ume of sales. 
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quality) $1.67; and for the cotton street 
dresses (medium quality) $3.06. 

Indexes of the prices* reported for the 
three dresses from June 1939 to March 
1942 (before the General Maximum 
Price Regulation was announced) are 
shown in the following table: 


Cotton Cotton 
Wash Wash 
Frock, Frock, 
Cotton Inex- Medium 
House — pensive Quality— 
Dress— Quality— Voile, 
Date Percale Voile, Batiste, 
Batiste, or 
or Dimity? 
Dimity™ 
1939: June 15 100.0 100.0 100.0 
September 15 95.0 
December 15 100.8 
1940: March 15 100.1 100.0 100.0 
June 15 100.1 100.0 100.0 
September 15 100.2 
December 15 100.5 
1941: March 15 100.6 100.6 100.6 
June 15 102.9 100.6 100.6 
September 15 119.9 
December 15 138.3 
1942: March 15 149.6 128.0 116.9 


The percale house dresses are made 
in standardized designs with very little 
trimming while the street dresses were 
more varied in design as well as in ma- 
terials and had some trimming. 

Part of the difference in price move- 
ment is undoubtedly due to the fact 
that there is a tendency when prices are 
changing to go from one conventional 
price line to another, and obviously a 
given change in cents results in a larger 
relative price increase for a low-price 
than for a medium-price product. Part 
of the difference is due to the fact that it 
was easier, as labor and materials costs 
rose, for dress manufacturers to intro- 
duce changes in detail, such as trim, in 


® These indexes are based on prices obtained in 34 
large cities combined with weights representing volume 
of sales to the wage earner-clerical group. 

7 Summer dresses on which prices are not quoted in 
September and December. 


the street dresses as compared with the 
house dresses, that would at least par- 
tially offset increased cost of manufac- 
ture. 

Some of the changes made in designs 
of the street dresses for this purpose 
probably did not reduce their value to 
the consumer. For example, if fashions 
change from three-quarter length sleeves 
to very short sleeves, the value of the 
dress to most women is as great as that 
of the dress with three-quarter length 
sleeves. 

Other changes may have been intro- 
duced, however, which would affect the 
serviceability of the dress. The most im- 
portant of such changes may have been 
in the quality and amount of the ma- 
terial used in the street dresses. Although 
the Bureau’s specification designates 
thread count in the dresses to be priced, 
store buyers are very seldom able to 
furnish the information required, while 
as a rule they know the thread count on 
the percale house dresses. It may be 
that, during this period, prices were re- 
ported on the street dress specifications 
for dresses which were actually made of 
coarser and less durable materials than 
those called for in our definition. The 
same kind of a pattern appears in the 
price indexes of rayon dresses of different 
quality. 

Three of the specifications used by the 
Bureau in obtaining prices of rayon 
dresses before the war were as follows: 


Dress, rayon, prints, inexpensive quality, 
size 20, manufactured by a house dress or 
wash frock manufacturer. 

Fabric: 104X72 or similar construction, 
100 denier pigmentized viscose warp and 
150 denier viscose filling; colors fast to 
washing if instructions on tag supplied 
by manufacturer or retailer are followed. 

Construction and styling: Clean workman- 
ship, carefully trimmed; seams finished 
with pinking, stitching, or binding; one 
piece style. 
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To be priced from stock carried in wash 
frock department or section. 


Dress, rayon, prints, inexpensive quality, 
size 20, manufactured by a dress contractor. 

Fabric: 92 X68 or similar construction 100 
denier pigmentized viscose warp and 150 
pigmentized viscose filling. 

Construction and styling: Fair workman- 
ship, inexpensive grade trim; one piece, 
street length. 


Dress, rayon, printed, crepe, medium qual- 
ily, size 20, manufactured by a dress con- 
tractor. 

Fabric: 13564 or similar construction, 
100 denier acetate warp and 100 denier 
viscose filling yarns. 

Construction and styling: Full sized, well 
made; well styled, with careful attention 
to detail and trim; one piece, street 
length. 


In June, 1939, prices® of the rayon pig- 
ment print dresses, inexpensive quality, 
made by house dress or wash dress manu- 
facturers, averaged $4.60; of rayon 
dresses of printed crepe, inexpensive 
quality (made by dress contractor), 
$7.00; and of rayon dresses of printed 
crepe, medium quality, $15.37. 

Price indexes® for these dresses are as 
follows: 

Rayon Rayon Rayon 
Dress of Dress of Dress of 
Pigment Printed Printed 


Print In- Crepe In- Crepe 
expensive expensive Medium 


Date Quality— Quality— Quality 
House Dress 
Dress Con- 
Mfgr. tractor 
1939: June 15 100.0 100.0 100.0 
September 15 100.2 
December 15 100.2 
1940: March 15 100.2 100.0 100.0 
June 15 100.2 100.0 100.0 
September 15 100.2 
December 15 100.2 
1941: March 15 99-5 100.0 100.0 
June 15 99-5 100.0 100.0 
September 15 102.8 
December 15 108.7 
1942: March 15 122.5 116.9 107.7 


The rayon prints made by the house 
dress or wash frock manufacturers are 
usually very simple standardized styles, 
cut without much fullness, and there was 
not as much opportunity to reduce the 
cost of these dresses when production 
costs began to rise as there was in the 
two dresses made by contractors, which 
depend more on the style element. Here 
again, although the specification calls for 
thread count, we seldom find store buy- 
ers who have requested data on thread 
count from their sources of merchandise, 
and we cannot thus be sure that we have 
been following dresses that meet all 
these specifications. That is the reason 
that we do not ask for more detail. If we 
were to include in the specifications all 
that we want to know about rayon 
dresses, our specifications would cover 
all the points in the following outline: 


Fabric: Construction—thread count. Fiber 
content—rayon, cotton, or other fiber 
(per cent of each). Rayon yarn: Warp— 
denier and per cent of viscose, acetate, 
or cuprammonium. Filling—denier and 
per cent of viscose, acetate, or cupram- 
monium. Type of dyeing: Piece dyed, 
printed, yarn dyed, or other (specify). 

Style: One or two-piece. Sleeve: short, 
long, or 2. Closure: back, side, or front. 
Zipper or other (specify). Width of skirt 
in inches. 

Workmanship: Width of seam allowance. 
Finish of arms’ eye seams. Finish of 
other seams. Stitches per inch. Trim, 
amount and kind. 

Type of manufacturer: Made by street 
dress manufacturer, by contractor, or by 
house dress manufacturer. 

Brand: Manufacturer’s brand, widely ad- 
vertised by manufacturer, or distribu- 
tor’s brand or manufacturer’s brand not 
advertised or advertised locally only. 


If the Bureau could obtain all the in- 
formation called for by this outline, it 
would greatly improve its price series. 





® See footnote 5. 
* See footnote 6. 
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CHANGES IN BuyING PRACTICES OF 
RETAILERS AS THEY WILL 
AFFEcT THIS PROBLEM 


Food 


As already indicated above, the Bur- 
eau of Labor Statistics is of the opinion 
that it is reasonable to assume that some 
of the food chains which have been 
forced by war shortages very largely to 
discontinue their practice of buying and 
selling by government grades will return 
to it after the war. Whether the coop- 
erative buying organizations of the inde- 
pendent retailers will follow suit, there 
is no way of forecasting. Their action in 
this connection will probably depend on 
the amount of pressure for more quality 
information from rank and file consum- 
ers. 

The labor unions have developed a 
good deal of interest in the subject of 
quality in relation to price in the recent 
past, and their interest may result in a 
general increase in grammar school and 
high school courses in “getting your 
money’s worth,” which in turn may 
stimulate retail food dealers of all types 
to buy and sell by grade. The independ- 
ent retailers have been deterred from 
merchandising canned goods by grades 
by larger canners who fear that the use 
of the government grading will injure 
the prestige of their brand names. How- 
ever, experience in Canada (where the 
use of government grades is mandatory) 
is that brands canned in the States con- 
tinue to be extremely popular even 
though they are sold with the required 
grade designations. 

The food stores run by the consumers’ 
cooperatives are committed to the pur- 
chase and sale of foods graded according 
to the government regulations, and their 
trade has increased considerably during 
the war. 


Textiles, clothing and furniture 


Beginning in the 1920’s, a number of 
the larger retail distributors of the coun- 
try established testing laboratories, 
where they compared samples submitted 
to them by different producers, and 
gradually developed specifications for 
the staple goods which they sold under 
their private brand names. They found 
that they were able not only to protect 
themselves against excessive returns by 
their customers, but also to buy more 
favorably in the wholesale market by 
this procedure. The number of goods 
which they were buying by specification 
was increasing up to the outbreak of the 
war. It was reported in the trade that 
several of the larger chains and buying 
groups were planning a considerable ex- 
tension of this practice immediately 
after V-day. 

The plans of the large distributors for 
buying by specification have led them to 
request the American Standards Asso- 
ciation to increase its work in the direc- 
tion of assisting in the development of 
additional standardized tests of the con- 
struction and performance of consumers’ 
goods. In the past this Association has 
devoted most of its work to standardi- 
zation of tests for goods used in the 
heavy industries and in the manufacture 
of electrical equipment. When additional 
research was required in the standardi- 
zation process, the Association has been 
able to call upon the buyers of the goods 
in question to undertake the necessary 
projects. Unfortunately, the ultimate 
consumer will not be able to provide 
such research services directly, and it 
seems clear that the work of the Na- 
tional Bureau of Standards should be 
expanded in the consumers’ goods field 
to provide the basic research which must 
be undertaken before new tests can be 
standardized. 
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From the point of view of the price 
economist, this relatively new procedure 
in retail merchandising has some very 
interesting implications. In the first 
place, the firms that buy by specification 
frequently give a good deal of quality in- 
formation on labels attached to their 
merchandise and thus make it much 
easier to follow prices of goods of identical 
or similar quality. Even when they do 
not label their merchandise, their buyers 
are much better informed as to quality 
than the average buyer, which again 
assists a price collecting agency to ob- 
tain reliable price series. 

In the second place, this type of buy- 
ing brings the retailer into direct contact 
with the manufacturer, thus eliminating 
the services of the wholesaler. In some 
cases, it has resulted in the retailer’s 
manufacturing for his own account. The 
prices reported to the Bureau of Labor 
Statistics for given specifications for pri- 
vate brands are lower in most cases than 
for nationally advertised brands. In 
part, the difference probably represents 
the saving which is possible when dis- 
tribution costs are reduced. Whether the 
goods marketed under the nationally ad- 
vertised brands have certain subtle su- 
periorities which we have not been able 
to measure with our specifications, we 
cannot be sure. 

It is impossible to predict what effect 


the development of specification buying 
by the larger retailers will have on the 
smaller retailers of textiles, clothing, and 
furniture. It may be that it will result in 
a considerable increase in buying coop- 
eratives similar to those which have 
grown up in the food field. In any case, 
it seems likely that it will result in more 
quality controls in the manufacture of 
consumer goods of these types. We are 
convinced that one of the reasons it is 
now so difficult to obtain data on the 
quality of consumers’ goods from retail- 
ers is that most of the manufacturers 
who produce such goods have not insti- 
tuted the controls in the production 
process which would be required if they 
were to make accurate reports on quality. 

We should be giving a mistaken im- 
pression, however, if we seemed to imply 
that we thought it would be possible in 
the near future to obtain enough data to 
prepare price indexes for consumers’ 
goods which follow goods of identical 
serviceability over long periods of time. 
In an economy like our own, where pro- 
duction techniques sometimes improve 
with kaleidoscopic rapidity, there will 
always be new goods which are obviously 
an improvement over the ones which 
they replace in everyday use, and no one 
will take the time to produce an exact 
measure of the extent of the increase in 
value in use to the ultimate consumer. 








NON-PRICE COMPETITION AND THE 
MEASUREMENT OF PRICES 


REAVIS COX 
University of Pennsylvania 


I 


NTIL quite recently most economists 
U probably would have accepted with- 
out serious question the dictum that the 
economic concepts of value and price 
are easily defined. As one of them wrote 
some thirty-five years ago: 


Ever since the publication of The Wealth of 
Nations the notion of exchange value has re- 
mained the most fundamental and possibly 
the most consistently defined concept of eco- 
nomic science. Bickerings as to whether 
“power in exchange,” “quantity received in 
exchange,” or “ratio of exchange” best ex- 
presses the concept, as to whether exchange 
value is a variable attribute of a commodity 
or merely a disembodied ratio, have not been 
taken as seriously affecting its precision. Pos- 
sibly these differences, if consistently fol- 
lowed out, might have led to various differ- 
ences in doctrine. But historically, if not 
logically, the differences alluded to have been 
verbal. I do not propose to suggest any revi- 
sion of an elementary concept which has 
worn well in actual service." 


In most textbooks on economics this 
attitude persists. A few authors make 
no attempt to define the term. The 
others almost unanimously restrict them- 
selves to variants of the familiar state- 
ments that, for purposes of economic 
analysis, value is the command of one 
good over others in exchange and that 
price is value expressed in money. Some 


1 Allyn A. Young, “Some Limitations of the Value 
Concept” in Economic Problems New and Old (Boston: 
Houghton Mifflin Co., 1927), p. 198. (Reprinted from 
the Quarterly Fournal of Economics, May, 1911.) Cf. also 
his article on “Price” in the Encyclopedia Britannica, 
14th Edition, Vol. 18, p. 468. 
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of them object to the elimination of all 
ethical connotations from the term 
value; but the brevity of their discussion 
once they have climbed this hurdle indi- 
cates their belief that from here on the 
going is easy. Tacitly, if not explicitly, 
they agree that “the definition of ex- 
change value or price offers no great dif- 
ficulty and gives rise to no special am- 
biguity.’”? 


2 Knut Wicksell, Lectures on Political Economy (N. Y.: 
Macmillan, 1934, Vol. 1), p. 16. The opinion expressed 
above as to how economists view the concept of price is 
based upon consultation of the following publications. 
C. E. Ayres, The Theory of Economic Progress (Chapel 
Hill: Univ. of North Carolina, 1944), pp. 79, 209, 
226; O. Fred Boucke, Principles of Economics (N. Y.: 
Macmillan Company, 1925, Vol. 1), p. 419; Kenneth 
Boulding, Economic Analysis (N. Y.: Harper & Bros., 
1941), pp. 6, 256; H. G. Brown, Economic Science and 
the Common Welfare, 6th ed. (Columbia, Mo.: Lucas 
Bros., 1936), passim; C. K. Brown, Introduction to 
Economics (N. Y.: American Book Co., 1941), passim. 
Raymond T. Bye, Principles of Economics: A Restate- 
ment, (N. Y.: F. S. Crofts & Co., 1941), pp. 289-290; 
Gustav Cassel, The Theory of Social Economy, (N. Y.: 
Harcourt, Brace & Co., 1932), p. 47; Clyde G. Cheno- 
weth, An Introduction to Economics, (N. Y.: H. Holt & 
Co., 1941), p. 491; H. J. Davenport, The Economics of 
Enterprise, 4th ed. (N. Y.: Macmillan Co., 1919), 
p. 23; Fairchild Furniss and Buck, Elementary Eco- 
nomics (N. Y.: Macmillan Co., 1937, Vol. 1), p. 74; 
Frank A. Fetter, Principles of Economics, rev. ed. 
(N. Y.: Century Co., 1922), pp. 45, 51; Irving Fisher, 
Elementary Principles of Economics, (N. Y.: Macmillan 
Co., 1912), pp. 14, 15, 17; Gemmill & Blodgett, Eco- 
nomics: Principles and Problems (N. Y.: Harper & Bros., 
1942), pp. 193-194; B. W. Knight, Economic Principles 
in Practice, rev. ed. (N. Y.: Farrar & Rinehart, 1942), p. 
10; Alfred Marshall, Principles of Economics, 8th ed. 
(London: Macmillan & Co., Ltd., 1920), p. 60-61; Sum- 
ner H. Slichter, Modern Economic Society (N. Y.: H. Holt 
& Co., 1931), pp. 263, 264; F. W. Taussig, Principles of 
Economics, 4th ed. (N. Y.: Macmillan Co., 1939, Vol. 1), 
pp. 101-103; F. M. Tay'or, Principles of Economics, 9th 
ed. (N. Y.: Ronald Press Co., 1925), pp. 242-244; My- 
ron W. Watkins, “The Price System,” in Encyclopedia 
of the Social Sciences, Vol. XII, p. 373. 
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With the development of theories of 
monopolistic and imperfect competi- 
tion, the application of statistical meth- 
ods to ever-widening areas of economic 
behavior, and the extension of theoreti- 
cal analysis to new fields, such as that 
of marketing, the assurance that price 
as an economic concept offers no par- 
ticularly important difficulties has lost 
much of its power to comfort. 

Spreading out into new and exciting 
areas of investigation, students have 
stumbled onto large and ill-defined but 
evidently important areas that seem to 
fall within the field of exchange but do 
not fit into the traditional concept of 
price. It is to these that the phrase non- 
price competition has been applied. 

Taken in its widest sense, this term is 
used to denominate an enormous range 
and variety of market phenomena. Wil- 
cox, it is true, sums them up in a few 
words as comprising “competition in 
quality, i in service, in style, and in ad- 
vertising and salesmanship’”’;? but Nel- 
son requires nearly forty pages to de- 
scribe what the term means to him.‘ He 
includes in his list competition in physi- 
cal quality or content, extending all the 
way from measurable factors such as ten- 
sile strength to imponderable elements 
such as style or exclusiveness; many sorts 
of guarantees; the use of “price lines”; 
advertising and sales promotion; and all 
the ingenious devices by means of which 
business men evaded the restrictions on 
price cutting set up in the N.R.A. codes. 

Although the phrase non-price is awk- 
ward at best and becomes unmanageable 
when loaded with so much meaning, it is 
useful in that it forces reconsideration of 
a concept accepted uncritically for so 


* Clair Wilcox, Competition and Monopoly in Ameri- 
can Industry, T.N.E.C. Monograph No. 21, 1940, p. 3. 

* Saul Nelson in Nelson, Keim and others, Price Be- 
havior and Business Policy, T.N.E.C. Monograph, No. 
1, 1940, pp. 63-101. 


long as to become more an impediment 
than an aid to effective analysis. This is 
true particularly in the statistical meas- 
urement of prices, where one’s first im- 
pulse is to treat non-price elements as 
outside or disturbing factors that must 
be eliminated in order to obtain unam- 
biguous data. 

As the area assigned to non-price as- 
pects expands and that assigned to price 
aspects shrinks, the point is reached at 
which price seems to be left with very 
little substance that can be measured. A 
rethinking of the whole concept becomes 
necessary. It truly “has worn well in 
actual service”; but it needs to be refur- 
bished if it is to wear equally well in the 
analysis of a more complicated society 
by more refined statistical methods.® 


II 


For abstract reasoning from purely 
hypothetical assumptions of fact where 
the purpose is to deduce laws of price 
determination rather than to measure 
observed prices, perhaps the problem can 
be handled adequately by some such 
procedure as that of Chamberlin. He, in 
effect, avoids the issue by drawing a dis- 
tinction between what he calls costs of 
selling and costs of production. The ter- 
minology probably could be improved; 
but the distinction seems clear enough. 


Cost of production includes all expenses 
which must be met in order to provide the 
commodity or service, transport it to the 
buyer, and put it into his hands ready to 
satisfy his wants. Cost of selling includes all 
outlays made in order to secure a demand, or 


5 In justice to such price collecting agencies as the 
Bureau of Labor Statistics it should be said that they 
have given much thought in recent years to the problems 
here raised and have made much progress in allowing 
for the non-price factors here discussed. However, their 
interest is limited by the fact that they are concerned 
more with price trends than with price levels and dif- 
ferentials. It is for these last that the refinements here 
proposed are particularly important, as we shall see. 
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a market, for a product. The former costs 
create utilities in order that demands may be 
satisfied, the latter create and shift the de- 
mands themselves. A simple criterion is this: 
of all the costs incurred in the manufacture 
and sale of a given product, those which alter 
the demand curve for it are selling costs, and 
those which do not are costs of production.® 


The commodity or service exchanged 
in this view, is an objective entity em- 
bodying the results of someone’s incur- 
ring a series of “costs of production.” 
The deductive analyst need not deter- 
mine very closely what elements of so- 
called non-price competition enter into 
the “given product” and what elements 
represent attempts by the seller to in- 
fluence the buyer’s subjective response 
to the “given product.” 

He can simply assume that any given 
market does in fact define the product 
with which it is concerned. In so doing, 
it differentiates between price factors 
that enter directly as quantities or terms 
into the objective ratio of exchange and 
non-price factors that affect the ratio of 
exchange only indirectly through their 
influence upon the subjective responses 
of buyers to given products. Against 
this background special analysis can be 
confined to those non-price factors as- 
sumed to be identifiable as such in the 
market.’ 

This solution is satisfactory, even for 

6 Edward Chamberlin, The Theory of Monopolistic 
Competition, 3rd ed. (Cambridge, Mass.: Harvard Uni- 
versity Press, 1938), p. 123. The terminology is unfortu- 
nate because selling is an ambiguous term often taken to 
cover many marketing activities that are not aggres- 
sively promotional. 

7 Chamberlin himself apparently is not certain as to 
where to draw the line between what others call price 
and non-price in working with actual market data as 
distinct from assumed ones. (OD. cit., pp. 73, 124-125). 
Although he does not use the term non-price, his influ- 
ence has no doubt been in part responsible for associat- 
ing “‘non-price” with “monopolistic” in the minds of 
economists. Nelson is wel] advised when he says (op. cit., 
p. 70), “It is important to emphasize that the presence 


or absence of price competition is not of itself a criterion 
of monopoly or collusion.” 


abstract deductive analysis, only in a 
superficial sense. Clark has stated the 
underlying problem clearly: 

In formulating economic laws, the student 
has the choice of two policies. He may make 
the statement in the simplest terms, leaving 
out most of the disturbing elements, which 
must then appear as forces causing variations 
from the standard, or he may so state his law 
as to include as many of the disturbing ele- 
ments as possible, thus sacrificing simplicity, 
but gaining in completeness, and cutting 
down the number of necessary exceptions.® 


As knowledge grows of the difficulties 
involved in drawing a sharp line be- 
tween price and non-price, one comes to 
feel that Chamberlin’s treatment in- 
cludes so many undefined and unana- 
lyzed elements in the concept of price 
as to render it almost meaningless and 
submerges from view many important 
problems. So much of completeness is 
sacrificed to the achievement of sim- 
plicity as to move the discussion almost 
entirely out of the field of human affairs 
and into the area of pure logic. 


Ill 


For empirical economic research in- 
volving price measurement, this way of 
settling the matter is no solution at all. 
Here, the most important consideration 
is precisely that in practice one can sepa- 
rate market behavior properly denomi- 
nated price competition from market be- 
havior properly considered non-price com- 
petition only with very great difficulty.® 

A host of investigators looking into 
economic behavior in a wide range of 
industries, trades, places, and times find 
a bewildering multiplicity of ways by 

8 J. M. Clark, “A Contribution to the Theory of Com- 
petitive Price,” in Preface to Social Economics (N. Y.: 
Farrar & Rinehart, 1935), p. 273. 

* Cf., for example, the discussion in Arthur R. Burns, 
The Decline of Competition (N. Y.: McGraw Hill, 1936), 
PP. 373-375. Burns himself does not offer a simple, 


straightforward statement of what the term non-price 
means to him. 
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which ratios of exchange are stated, 
computed, and changed. Most of these 
have been included at one time or an- 
other in somebody’s illustration of non- 
price competition. The true facts of the 
matter are not easily determined. 

Furthermore, even when these prac- 
tices are successfully classified according 
to whether they change what the buyer 
is offered or change his valuation of what 
is offered, there remains the formidable 
problem of reducing those accepted as 
constituting changes in what the buyer 
is offered to forms capable of measure- 
ment and comparison. Economic analy- 
sis is not made easier when (to take a 
single example out of many possible 
ones) a survey of pricing practices in the 
steel industry leads to the conclusion 
that on the basis of available informa- 
tion one cannot determine “the actual 
prices paid for the nation’s basic durable 
good” and quotes the president of a large 
steel company as saying: 


“Our established prices were not prevailing 
nor obtainable nor controlling.... They 
didn’t tie into the published prices which you 
call official prices in any sense of the word.’”! 


Highly important and controversial 
problems such as price discrimination 
and price flexibility defy effective isola- 
tion and analysis in the absence of ways 
to allow for these devices by means of 
which the ratio of exchange is altered 
without changing the formal quotation. 

Until a great deal was learned about 
the pervasiveness of so-called non-price 
ways of changing prices and the quanti- 
tative importance of their effects upon 
what is actually paid and received for 
goods, they could be considered dis- 
turbances and abnormalities, even for 
purposes of price measurement. Without 
thinking too much about it explicitly, 


* Blair and Reeside, Price Discrimination in Steel, 
T.N.E.C, Monograph No. 41, 1941, p. 29. 


students of price problems seem to have 
felt that back of the confusing surface 
of things there lay some specific datum 
properly to be denominated “price.” 

Their problem was somewhat like 
that of the topographer who sets out to 
find a “‘sea level” he can use as the sur- 
face from which to measure the contour 
of the earth’s land surfaces. He finds no 
great difficulty in working out a concept 
of sea level as the level to which the 
waters of the oceans would settle if they 
were freed from the influence of such 
transient and variable disturbances as 
winds, tides, barometric pressure, degree 
of salinity, and temperature. Subjecting 
his concept to measurement with a high 
degree of mathematical precision is an- 
other matter. Here he encounters very 
great difficulties. So when it comes to 
practical surveying, he is likely to forget 
his underlying concept and settle for an 
arbitrary sea level determined by select- 
ing some point on the seashore and com- 
puting the mean of a long series of ob- 
servations of high and low tide. 

For the statistical measurement of 
prices, this solution fails to work, partly 
because it is not easy to find a generally 
acceptable economic Sandy Hook whose 
mean prices can serve as the datum 
level from which to measure all other 
price levels, partly because the depar- 
tures from any assumed level (i.¢., the 
so-called abnormalities and disturb- 
ances) often are as important as the level 
itself... Many of the most important 
problems of price have to do precisely 


4 The liking of economists and statisticians for future 
prices on commodity exchanges as an illustration of the 
nearest approach in practice to the perfect market in 
which there is only one price at any time for any one 
commodity, probably grows out of acceptance of the 
traditional way of thinking about prices. It is true that 
something one may call “the price” for, say, cotton or 
wheat can be found in these exchange quotations; but 
one should not overlook the significant fact that prac- 
tically no cotton or wheat changes hands at these spe- 
cific prices. 
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with these abnormalities or differentials.” 

Examples could be multiplied almost 
indefinitely, but a few will serve to make 
the point clear. The problem of dividing 
price differentials into those that are and 
those that are not discriminatory and 
monopolistic is an obvious example.” 
Differentials are of primary importance 
in using price data to measure the abso- 
lute and relative wellbeing of particular 
groups of the population; to make an 
effective comparison of the bargains of- 
fered buyers by different sellers; to com- 
pare the cost of alternative methods of 
distribution and production; to measure 
the cost elements in a price or group of 
prices; to measure income and its dis- 
tribution; and so on through a long list. 

The costs and prices of some impor- 
tant types of enterprises appear only in 
non-price form. For example, if non- 
price is taken literally in its broadest 
sense to include all competition in serv- 
ice, retailing and wholesaling will be 
virtually eliminated from the area of 

rice. In a very real sense merchants 
eee little to sell except the service of 
differentiating the location, ownership, 
and possession of their wares in such 
ways to make them fit the needs of indi- 
vidual customers as precisely as possible." 


12 Cf. the discussion of this point in F. C. Mills. 
“Price Statistics,” Encyclopedia of the Social Sciences, 
Vol. XII, especially p. 385. An exceptionally interesting 
description of the complexities of price in practice may 
be found in Erdman and Alcorn, “The Price-Making 
Process in The Los Angeles Egg Market,” THE JOURNAL 
OF MARKETING, April, 1942, pp. 349-357. 

18 For an interesting discussion of some economic is- 
sues involved in differential pricing, see four articles in 
THE JOURNAL OF MARKETING, April, 1942, Part 2: Cor- 
win D. Edwards, “Types of Differential Pricing,” pp. 
156-167; Burton N. Behling, “Differential Pricing of 
Public Utility Services,” pp. 168-170; E. E. Vial, “Some 
Examples of Differential Pricing of Milk,” pp. 171-173; 
and A. C. Hoffman, “Agricultural Surplus Programs,” 
Pp. 174-176. 

4 Henry Smith, Retail Distribution: A Critical Analy- 
sis (London: Oxford Univ. Press, 1937), Chapter I, gives 
a stimulating discussion of the economic functions of 
retailing that is useful for present purposes. 


IV 


Insofar, then, as mathematicians and 
statisticians undertake to work with 
measurements of objective data rather 
than with abstract formulas illustrated 
by application to assumed data, they 
must reexamine their concept of price. 
For their comparisons and computations 
they need unambiguous prices; but, 
looked at with fresh eyes, price as cus- 
tomarily viewed is seen to be neither so 
obvious nor so free from ambiguity as it 
has been conventional to think. 

The larger the element of non-price 
is permitted to become, and the more 
blurred the boundary between price and 
non-price, the more difficult it is to at- 
tach exact meaning to the central ten- 
dencies, correlations, dispersions, trends, 
and models one can compute from prices 
published in private or governmental 
journals or made available from the files 
of private business. Furthermore, the 
greater the degree of ambiguity and un- 
certainty in the raw data, the greater the 
danger of misleading the reader by an 
appearance of precision that is largely 
spurious. One may well be discouraged 
by the difficulties of achieving precision; 
but the effort needs to be made.” 

The Committee on Price Determina- 
tion, in its study of the relations between 
costs and prices, struggles with this same 
problem and summarizes its views in the 
most comprehensive recent analysis of 
the concept of price the present writer 


18 Nelson, Keim, and others, op. cit., p. 63, come to the 
conclusion that “‘no strict line of demarcation between 
price competition and non-price competition is prac- 
ticable.”” Earl J. Hamilton, in “Use and Misuse of Price 
History,” The Tasks of Economic History, Supplement 
IV to The Fournal of Economic History, Dec., 1944, P- 6°; 
does not comment on the possibility of improving price 
data in the future but does warn against the “specious 
accuracy” that comes from attempting greater exacti- 
tude in the statistical manipulation of historical price 
series than the data will permit. 
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has found.’ Its discussion is not entirely 
applicable to the present problem, since 
the purpose for which it wants to identity 
and measure price is quite specialized. 
The ideas it presents are nevertheless 
significant here. 

It offers a number of different defini- 
tions of price. Thus price may be “equiv- 
alent to average revenue per unit of 
product at the point at which transfer of 
ow nership takes place.” It also may be 

“net realization per unit of product at 
the point at which transfer of ownership 
takes place.” It also may be “net reali- 
zation per unit of product in a single 
transaction” or “revenue net of any 
services or discounts rendered or granted 
by the buyer,” and it may be regarded 
as ‘‘comprising a whole series of terms of 
sale.” 

The Committee makes some sugges- 
tions for the improvement of terminol- 
ogy, as by the use of “price,” “price 
structure,” and “price system”’ to desig- 


nate different aspects of what ordinarily 


is called “price” alone. It develops the 
concept of treating terms of sale as 
“dimensions” of price “used to set differ- 
ent prices (in the sense of average reve- 
nue) in different markets and yet main- 
tain an equal list price in all markets.” 
Finally, it lays great stress on the idea 
that “reference to a ‘price’ must always 
rigorously designate the corresponding 
‘product’ if clarity is to be maintained.””” 

To the present writer, the most prom- 
ising opportunities for developing more 
exact price measurement seem to lie in 
directions suggested by the terms prod- 
uct and dimensions in the Committee’s 
analysis. This can be put another way 
and expanded to include the money as 

6 Cost Behavior and Price Policy: A Study Prepared 
by The Committee on Price Determination for the Confer- 
ence on Price Research (N. Y.: National Bureau of Eco- 
nomic Research, 1943), Ppp. 33-42. 


1! The importance of the product is also emphasized 
by Chamberlin, op. cit., p. 113. 


well as the product aspect of any trans- 
action by saying that economists and 
statisticians should take a more careful 
look than they have at what lies behind 
the terms quantity of goods or services 
and quantity of money lying on either 
side of the ratio of exchange. 

If goods or services and money are 
taken as given in every detail, establish- 
ment of a price becomes by definition 
establishment of a simple numerical 
ratio between them. If goods, services, 
and money are themselves taken as 
variables, however, price becomes not a 
simple ratio but an attempt to measure 
quantitatively in a multiple ratio a com- 
plex of human behavior. The measure- 
ment is more or less accurate as the fac- 
tors involved are measurable and are in 
fact measured. 

Price, then, must be considered a sum- 
mary of an agreement between buyer 
and seller whose full meaning depends 
not only upon the numbers given but 
also upon a complicated group of under- 
standings lying outside of the formal ratio. 
Most of the so-called non-price factors 
(taking the term in its broadest sense) 
appear among these understandings. 

They may be stated explicitly and in 
very great detail as terms of shipment, 
or conditions of sale, or terms of sale, or 
descriptions of quality, or a procedure 
for making specified allowances for de- 

viation from an assumed standard of 
quality. They may not appear as such 
in the contract but be stated on the 
sales slip or invoice or in a catalogue. 
Sometimes they are written in by simple 
reference to an elaborate and detailed 
set of trade rules drawn up by some as- 
sociation or exchange; sometimes they 
are not stated formally at all but are 
merely implicit in the customs of buyers 
or sellers in a particular community or 
trade or in the laws of the jurisdictions 
governing particular transactions. 
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Whether formal or informal, explicit 
or implicit, they are vital parts of the 
price and must be taken into account in 
any attempt to explain price as an eco- 
nomic phenomenon or to measure price 
as an economic record. Indeed, Edwards 
goes so far as to maintain that price 
differentials seldom appear in forms 
other than discounts, charges, and for- 
mulas of the sort here visualized.'® 


V 


At first glance, the multiplicity of 
variation in detail may seem to preclude 
effective handling by statistical tech- 
niques. Here, as elsewhere, however, it 
should be possible to make a workable 
compromise between simplicity and com- 
pleteness by classifying the non-price 
factors into a small number of groups. 
The precise number and character of the 
groups can be determined only after a 
good deal of experimentation, but, as a 
starter, four would seem to be sufficient. 

That is, price can be defined for this 
purpose as an agreement between seller 
and buyer concerning what each is to 
receive, embodied in a formal ratio be- 
tween quantities of money and quanti- 
ties of goods or services modified by for- 
mal and explicit or informal and implicit 
understandings as to: 

1. The quality of the goods or services 
to be provided, or, alternatively, the 
premiums and discounts to be applied 
to deliveries whose quality varies from a 
specified standard. 


2. The times and places at which the 
privileges and responsibilities of (a) 
possession and (b) ownership are to pass 
from seller to buyer. 

3. The particular form of money to 
be tendered in payment. 

4. The times and places at which pay- 


18 Corwin D. Edwards, op. cit., pp. 156-157. 


ments are to be made and accepted.'® 

Thus a price of, say, iron ore becomes 
not merely $4.60 a ton but $4.60 per 
gross long ton of 2,240 pounds of Mesaba 
Bessemer ore containing exactly 51.5 
per cent of iron and 0.045 per cent of 
phosphorus, with specified premiums for 
ore with a higher iron content or a lower 
phosphorous content and with specified 
discounts” for ore with a lower iron con- 
tent or a higher phosphorous content; 
samples to be drawn and analyzed on a 
dry basis by a specified chemist at Cleve- 
land, the cost being divided equally be- 
tween seller and buyer; 48,000 tons to be 
delivered at the rate of approximately 
8,000 tons per month during April-Sep- 
tember, inclusive, on board freight cars 
of the New York Central Railroad at 
Cleveland, Ohio; the purchaser to pay all 
charges involved in moving ore from the 
rail of the lake steamer to the freight 
car and other port charges, such as un- 
loading, dockage, storage, reloading, 
switching and handling; ore to be 
weighed on railroad scale weights at 
Cleveland; payment to be made in legal 
tender or bank checks of the buyer to 
the Cleveland agent of the mining com- 
pany on the 15th of each month for all 
ore received during the preceding month. 

The precise form in which the ratio of 
money to goods is stated will vary con- 
siderably from trade to trade. In the 
illustration just given, the ratio is a 
simple statement of so many units of 
money per unit of goods. Alternatively, 
it can be stated as a price described by 
some such name as list, base, catalogue, 


19 For consumers’ goods, it has been suggested to the 
author, a fifth group of factors might include a variety 
of services furnished by the seller without extra charge, 
such as advertising, servicing the product, and return 
privileges. 

20 Premiums and discounts in practice are calculated 
by the use of formulas and tables too complicated to in- 
clude here. 





THE JOURNAL OF MARKETING 


377 





or cash subject to one or more discounts 
or extras whose number and variety are 
limited only by the ingenuity of buyer 
and seller. 

As a general rule, prices in sales to ulti- 
mate consumers tend to be simpler in 
form and to leave more to the buyer’s 
own judgment of quality and to local 
custom than do prices in exchanges 
among business enterprises; but there 
are important exceptions. In any event, 
for purposes of price measurement, the 
substance of the price is the important 
thing, the form being of decidedly sec- 
ondary consequence. 


VI 


A price under this concept is changed 
not only when the number of monetary 
units or the number of commodity units 
changes, but also when any of the under- 
lying understandings change. 

The price of iron ore could be raised 
by changing the formal quotation from 
$4.60 to $5.00 per ton; or by, in effect, 
changing the formal quotation from 
$4.60 per ton to $4.60 per 7/8 of a ton 
through the device of the buyer’s ac- 
cepting short weight; or by requiring the 
buyer to accept ownership and posses- 
sion at Duluth, to pay cash with the 
order, and to make his payments in 
United States currency at the office of 
the mining company in Hibbing. 

Correspondingly, the price could be 
lowered either by changing the formal 
quotation or by changing the premiums 
and discounts for divergencies in quality, 
making the transfer of possession and 
ownership at the buyer’s blast furnaces 
in Pittsburgh, and granting credit for 
six months. 

The effect of this analysis is to arrive 
by a different route at a concept of price 
much like that implicit in Chamberlin’s 
reasoning, but also to put the concept in 


terms more adaptable to statistical 
measurement. 

This concept of price brings into the 
definition all (or all that is practicable) 
of the expenditures made, or the reve- 
nues sacrificed, that directly alter the 
objective ratio of exchange. It increases 
the degree of accuracy in the quotation 
by curtailing the area of uncertainty 
embraced under conventional assump- 
tions of other things equal. It eliminates 
most of the ambiguities in the common 
concept of non-price competition by re- 
stricting the term to expenditures that 
affect the ratio of exchange only indi- 
rectly through altering the subjective 
valuations consumers put upon given 
products. Finally, it shows some of the 
directions in which empirical research 
must move if it is to provide the unam- 
biguous data required for effective use 
of refined statistical and mathematical 
procedures. 

This is not the same as saying that it 
simplifies the problem of the statistician 
or econometrist. On the contrary, al- 
though it holds out possibilities of mak- 
ing the use of statistical methods in eco- 
nomic analysis more fruitful and more 
meaningful, it does so only at the cost of 
making the problems and _ procedures 
more complicated and more difficult. 

This is true because it substitutes for 
the tidy traditional concept of a ratio 
between two precise quantities of pre- 
cisely defined commodities the more 
realistic but rather untidy concept of a 
multiple ratio between ill-defined and 
continually changing “‘bundles” of com- 
modities and services—a ratio that 
changes not only with variations in the 
formal quantum of money and quantum 
of goods or services involved, but also 
with variations in the internal composi- 
tion of the two quanta. 

The statistical problem becomes one, 
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not of finding devices for eliminating 
from consideration all variations in the 
composition of the bundles, but of find- 
ing devices for reducing the bundles to 
meaningful quantitative measurements 
that can be subjected to effective com- 
parison and analysis. 

Presumably this means two things: 
(1) effective sampling so as to make any 
price data assembled adequately repre- 
sentative of the assortment of bundles 
bought and sold in the particular mar- 
kets being subjected to analysis; (2) the 
devising of techniques of measurement 
whereby variations in different parts of 
the bundles can be reduced to compar- 
able quantities. 

The second is by far the more difficult 
of the two tasks. It is particularly diffi- 
cult in the areas of consumer marketing, 
where variations in the “bundles” from 
the consumer’s point of view may be 
thought to take the form of satisfactions 
received or sacrifices borne that have 


not as yet been reduced to precise quan- 
titative measurement. Here, presum- 
ably, recourse must be had to qualities 
that are measurable as physical entities 
or in terms of costs required to produce 
them. 


VII 


Two directions may be pointed out in 
which experiments with quantitative 
measurement of prices can well be 
pushed. The first of these is to devise 
techniques whereby individual markets 
can be dissected out for investigation, 
measurement, and evaluation. Much of 
the discussion of so-called non-price fac- 
tors in competition represents efforts to 
explain differences between prices of 
seemingly similar goods in what is ap- 
parently the same market. 

Edwards, for example, finds one of the 
two respects in which all price differen- 
tials are alike to be “conditions in the 


market that permit a rough division of 
buyers or sellers into non-competing 
groups.” In other words, what ought 
to be a single market is divided into sev- 
eral markets by circumstances or strata- 
gems. Where by definition there should 
be only one price for any one commodity 
at any one time, there are in fact several 
prices. It is easy to explain matters by 
saying that some form of non-price com- 
petition has been used to split one mar- 
ket into several. 

Since all this is significant only if 
there really is one market artificially 
divided into segments rather than the 
several apparent ones, statistical meth- 
ods by which markets can be delimited 
more precisely are needed. For this pur- 
pose the conventional definition of a 
market as a point at which the forces of 
supply and demand come to a focus in 
price has little immediate utility. It is 
better to think of a market as a group 
of people tied more or less closely to- 
gether in a nexus of buying and selling 
and to view the task of empirical re- 
search as being to isolate and subject to 
quantitative analysis this group of people 
and their interrelations. 

The principal technical difficulty is 
that the sources from which prices must 
be obtained (usually the sellers of goods 
and services) are not in practice very 
reliable as sources from which to draw 
data that make it possible to identify, 
count, measure, and evaluate the buyers 
and sellers whose behavior is summarized 
neatly but abstractly in the phrase 
“forces that come to a focus in price.” 

21 Corwin D. Edwards, op. cit., p. 157. The other re- 
spect in which all price differentials are alike is the pres- 
ence of “some similarity in the nature of the product, 
the conditions of the supply, or its destination and use 
which creates an expectation that the price will be more 
nearly uniform than it actually is.’”” As with the first 
characteristic common to all price differentials discussed 
above in the main text, this one is significant only inso- 


far as the factor involved (the “product” in this in- 
stance) can be clearly defined and identified. 
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The problem ordinarily has been at- 
tacked (although not usually in these 
specific terms) by relying upon a number 
of supposedly valid assumptions. Prices 
are obtained from the sellers in some 
specified geographic area (say, a shop- 
ping center, a city, a trading area, or a 
country). The sellers are selected from 
specified trades, being classified by the 
kinds of goods or services constituting 
the greater part of their sales volume. 
They are asked to quote prices (net after 
discounts, allowances, returns, and so 
on) at which they make the bulk of their 
sales of goods or more or less well spec- 
ified types and qualities. 

It is assumed that from knowledge of 
the location of the sellers, the trades 
represented and the qualities of goods 
handled, a separable group of buyers and 
sellers can be identified precisely enough 
to give meaning for purposes of economic 
analysis to the price quotations obtained. 

Very little has been done with the re- 
verse procedure of isolating the group of 
people to be studied and determining 
their behavior as buyers or sellers of 
goods in order, first, to divide them into 
clearly differentiable markets and, sec- 
ond, to find out where the prices they 
establish in the course of their buying 
and selling can best be obtained as 
statistical data. 

As an example, one may take an effort 
to make meaningful analyses of prices 
obtained in retail stores scattered over 
a metropolitan area. The wants and 
needs of consumers for retail service are 
provided by a large and complex group 
of retail establishments that distribute 
themselves spatially and by types of 
store according to principles that are 
little understood. 

If the territory to be analyzed is large 
enough, as when an entire metropolitan 
area embracing a central city and its 
surrounding suburbs and hinterland is 


studied, representative and meaningful 
data for the area probably can be ob- 
tained (with careful selection and weigh- 
ing) by seeing to it that quotations are 
obtained from stores representing each 
important type within each class of loca- 
tion, i.e., downtown, outlying shopping 
center, string shopping street, neighbor- 
hood store cluster, isolated neighbor- 
hood store, roadside stand, and so on. 

The difficulties arise when more re- 
fined analysis is desired such that the 
prices paid by a particular group of con- 
sumers who make up what can be con- 
sidered a market are identified, meas- 
ured, and compared among themselves, 
over time, and with prices paid by other 
groups. Corresponding difficulties arise 
when matters are approached from the 
other end, an effort being made to iden- 
tify the particular people whose be- 
havior as sellers and producers lies be- 
hind the prices established in particular 
stores. 

In these days of extreme mobility 
among people both as earners and as 
spenders it is not safe to assume, as is 
often done, that the prices paid by the 
people living in some neighborhood or 
trading area are sampled adequately by 
going into the stores in the same neigh- 
borhood or into these plus other stores 
in some nearby shopping center. Simi- 
larly the prices obtained from some 
group of stores cannot adequately be ex- 
plained by looking to the people who 
live nearby. 

Investigations are badly needed that 
will permit the drawing of lines connect- 
ing people as exactly as possible into 
carefully defined points of purchase. For 
this purpose, markets presumably will 
have to be defined as groups of people 
clustered in an economic but not neces- 
sarily in a geographic sense about groups 
of more or less closely competing stores. 
The groups of people separated out for 
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analysis may be people living in a par- 
ticular area, employed in a particular 
area or in a particular industry, falling 
into a particular income class, belong- 
ing to a particular race, earning their 
living in a particular occupation, and 
sO on. 

Once a group has been isolated, the 
problem will be to find out where they 
buy the commodities and services to be 
studied. This investigation may disclose 
that they purchase predominantly in 
one or two stores in one shopping center 
or in several widely scattered stores. 
When the distribution of their trade 
among the stores in which they do their 
buying is known, however, it becomes 
possible to find the price quotations that 
are significant for them. 

The problem can be approached, of 
course, the other way round. That is, 
groups of stores can be taken as the 
starting point and their trade traced 
back to the consumers from whom it 
comes. In some instances the results 
probably will not be very different from 
those obtained by mapping out resi- 
dential areas and assuming, first, that 
the stores within each area receive 
practically all of their trade from people 
living within its boundaries and, second, 
that the people living in an area do all 
of their buying within it. The exceptions 
are so numerous and so great, however, 
that the approach here proposed would 
unquestionably improve the accuracy 
of the picture of marketing habits and 
procedures obtained. 

In order to pull together the various 
strands that constitute the market 
clustered about the prices being studied, 
it will, of course, be necessary to obtain 
many supplemental data concerning the 
consumers affected. Significant data 
about consumers are collected on various 
overlapping but different geographic 
bases. Population data, for example, are 


available chiefly according to place of 
residence; but the other significant data 
necessary for an effective analysis are 
available chiefly according to place of 
employment or place of purchase. To 
permit very significant conclusions, the 
people making up a market must be 
located geographically for all three 
purposes. 

The end product of all this would be 
the isolation of markets that really 
mean something for economic research. 
The theoretical concept of a market as a 
point at which supply and demand 
forces come to a focus in a price is 
conceptually sound but extraordinarily 
dificult to apply in practice with the 
kinds of data and procedures thus far 
used. Success in efforts to tie groups of 
consumers and suppliers to specific 
points of purchase or sale at wh ch price 
quotations can be obtained would almost 
certainly make for a considerable ad- 


vance in our use of this basic concept to 


enlarge our understanding of prices and 
pricing procedures. 


Vill 

The second direction in which statisti- 
cal experimentation can well be pushed 
leads toward an explanation of seeming 
differences among prices within a partic- 
ular market. The most promising way 
of achieving progress here seems to be 
to work toward reducing the concept of 
“bundles” discussed above to quantita- 
tive measurement. 

Differences among prices for a single 
commodity in a given market at any one 
time are ordinarily taken to indicate the 
presence of friction and imperfection in 
the market. The conclusion is justified, 
however only if there really is a single 
commodity. To be sure of his ground, 
one must make certain that there are no 
substantial differences in the bundles 
offered the buyer. 
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Correspondingly, an apparent equal- 
ity of prices cannot be assumed to 
indicate true equality unless the bundles 
for which outwardly equal prices are set 
also are equal. If, then, meaningful 
comparisons are to be made of prices at 
any time or over a period of time, some 
system must be worked out for separat- 
ing differences due to variations in the 
bundle from those that represent varia- 
tions in the value attached to a given 
bundle. 

Although the discussion is not cus- 
tomarily stated in these terms, the 
statistical methods already in use have 
made some progress in this direction. 
These methods fall into two major 
classes. 

1. Division of production and dis- 
tribution into successive stages for 
which different prices are obtained. It is 
on this basis that prices are obtained 
separately for, say, raw materials and 
processed materials, or producer’s goods 
and consumer’s goods, or wholesale 
transactions and retail transactions. 

Unfortunately the concepts upon 
which these stages are based are far 
from precise and invariable. Further- 
more, the stages are themselves broad 
enough to permit a considerable varia- 
tion within them. To take the most 
extreme example, the term wholesale 
can cover so wide an expanse of business 
that a wholesale price not otherwise 
defined more precisely virtually defies 
useful analysis. Even the term retail is 
far from specific and stable in meaning.” 

An excellent example of the difficulties 
that arise in economic research from 


* F.C. Mills, op. cit., pp. 382-383, discusses at some 
length the difficulties of specifyi ing the stage of the mar- 
eting process at which prices are taken. He is appar- 
ently somewhat better satisfied than the present writer 
with the utility of retail as a term of specific and stable 
meaning but has the same feeling about the general 
Problem faced by anyone who wants to work with the 
available price data. 


uncertainties as to the bundle offered the 
consumer by the retailer may be found 
in Rolph and Carroll, Retail Operating 
Costs Within a Community. It is con- 
cerned with differences in the expense 
ratios of retail stores rather than with 
prices but illustrates the point at hand. 
Using data from the 1929 census, the 
authors compute for stores classified 
into 9 groups and subclassified into 70 
trades, figures on important items of 
expense covering stores in the down- 
town shopping district of St. Louis and 
those in the rest of the city. 

The differences are substantial but 
cannot be interpreted very effectively 
in the absence of a clear statement of 
the differences among the various groups 
and trades as regards what they offer 
their customers under the term “retail- 
ing.” 

2. Allowance for differences in the 
services provided with goods where the 
cost is readily separable and measurable 
in money. This allowance is what the 
collectors of prices have in mind when 
they differentiate between, say, f.o.b. 
and delivered prices, or between cash 
and credit prices. Here too, the ter- 
minology and the procedures are far 
from precise, leaving large areas of un- 
certainty concerning the prices obtained. 

In order to improve price quotations 
from this point of view, the most 
promising procedure would seem to be 
to refine the familiar metaphor of a 
channel down which goods move on 
their way through the successive proc- 
esses of production and distribution into 
consumption. The ideas of movement 
down a channel (which is borrowed by 
analogy from: other sciences) and of 
using position in the channel to put 
meaning into the price obtained, are 
doubtless sound enough. 


% Bureau of Foreign and Domestic Commerce, Do- 
mestic Commerce Series No. 8, Washington, 1934. 
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However, it is doubtful whether the 
usual attempt to limit this concept 
to a single channel is equally sound. 
A more precise approach would look 
upon goods as moving simultaneously 
through a group of related but different 
channels, each representing a succession 
of enterprises that perform some part 
of the complex of activities necessary to 
move goods into consumption. 

The traditional channel of distribu- 
tion is the succession of owners through 
whose hands the goods pass. It is on this 
basis that goods are said to move from 
producer to wholesaler, to retailer, to 
consumer. Quite different patterns would 
result if the channel were thought of as 
being the succession of agencies that 
handle the goods physically. In that 
event the goods might move from fac- 
tory to railroad, to trucking company, to 
public warehouse, to trucking company, 
to wholesale warehouse, to express 


company, to railroad, to retail stores, to 


parcel delivery service to consumer. 

Similarly, channels can be set up 
representing the succession of agencies 
through which information concerning 
the offerings of producers and distribu- 
tors and information concerning the 
demands of consumers is passed back 
and forth; or the succession of agencies 
through which impulses to buy or actual 
orders for goods are passed; or the 
succession of agencies through which 
consumers’ payments for goods work 
their way back through various distribu- 
' tors and processors, each taking out its 
share of the total. 

The precise number and nature of 
channels to be set up for purposes of 
effective price measurement is a matter 
upon which very careful experimentation 
is needed. This is, in any event, the easier 
part of the problem. Whatever the final 
pattern of channels may be, it will be 
necessary to work out measurements 


of position within a channel much more 
precise than those which simply differ- 
entiate, for example, retail from whole- 
sale. What is needed, obviously, is some 
system of measurement analogous to 
those used in the physical sciences to 
indicate distance traveled or work done. 

It may never be possible to devise 
units of measurement as precise or as 
universally accepted as are, say, meters, 
ergs, and dynes. It should be possible, 
however, to come much closer than 
anyone has as yet, to establishing units 
by which economic distance and eco- 
nomic work can be determined with a 
fair degree of precision. It also should be 
possible to set up points of reference by 
which to determine position in any 
channel. 

The most obvious of such points are 
the beginnings of production, in the 
broadest sense of the term, and the 
completion of consumption, also in the 
broadest sense of the term. Fixing the 
position of a purchase or sale in terms 
of economic work done or to be done, or 
of economic distance traveled or to be 
traveled, would introduce a much higher 
degree of precision into price measure- 
ment than is possible through the use 
of vaguely defined stages or steps of 
marketing. 

The measurements themselves and the 
procedures for using them will not be 
worked out too easily, but some sug- 
gestions as to how to go about the 


* Precision in the comparison of bundles or, more 
narrowly, of position in a group of marketing channels 
would be helpful in many kinds of research other than 
that concerned directly with prices. An interesting ¢x- 
ample will be found in Ralph F. Breyer, Bulk and Pack- 
age Handling Costs (N. Y.: American Management Ass0- 
ciation, 1944). Breyer, in trying to determine the cost 
to the consumer of putting rice up in packages as com- 
pared with selling it in bulk to be weighed out in the 
store, found himself compelled to make an intricate s¢- 
ries of comparisons extending through alternative lines 
of movement of rice all the way from the mill to the con- 
sumer’s homes. 
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matter can be derived from the work 
done to facilitate the analysis of distribu- 
tion costs from the point of view of in- 
dividual firms seeking to maximize their 
profits. 

The types of work started two decades 
ago by the United States Department 
of Commerce in its Louisville Grocery 
Survey and St. Louis Drug Survey, and 
by the Comptroller’s Congress of the 
National Retail Dry Goods Association 
in its system for analyzing department 
store expenses, offer germs of ideas that 
probably can be applied to social, as 
distinct from individual, costs and work 
done. 

These procedures, which have been 
copied, expanded, and refined by a great 
many other investigators, proceed on 
the basis of breaking down the work 
done by distributive agencies into a 
limited number of functions. The best 
feasible measure of cost incurred in 
performing any given function is then 


worked out in order to permit an alloca- 
tion of costs among particular lots of 
goods, particular departments of the 
business, and so on. 

Although arbitrary in some degree, 
and subject to sharp limitations in 
practice, these methods of analysis have 
proved extremely useful to business 
management where applied with imagi- 
nation and discrimination. If they can 
be as fruitful in social research as they 
have been in individual research, they 
should contribute substantially to the 
measurement of market position in 
specific cases. 

By their aid, apparently similar prices 
can be tested to see whether the simi- 
larity is only apparent or real. Likewise 
seemingly different prices may turn out 
to be virtually equivalent. In either 
event, a situation will be set up that 
makes much easier than at present 
analysis and understanding of the so- 
called non-price elements in competition. 





TOMORROW’S SUPER MARKET 
M. M. ZIMMERMAN 


Epitor’s Note: The author, who is Editor and Pub- 
lisher of Super Market Merchandising magazine, pre- 
sents an enthusiastic account of trends and prospects in 
the super market field. 


HE plans of the super market in- 

dustry, and food retailers in general, 
for the immediate future seem destined 
to revolutionize consumer shopping hab- 
its. They will challenge the best minds 
in advertising and promotion and keep 
research departments of manufacturers 
and advertising agencies busily occupied 
with new and improved packages and 
packaging, new copy appeals, and new 
sales approaches. 

Discussions with super market opera- 
tors indicate that the super market in- 
dustry has charted improvements and 
expansions of its system of retailing to 
such a degree as to encompass, in a short 
period, the normal progress of a decade. 
For just as the shrunken dollar of the 
last postwar depression hastened the be- 
ginning of the super market era, so the 
shrunken manpower pool during the re- 
cent war has given impetus to the “ultra 
super markets,” which will carry on to its 
next forward step the technique of self- 
service and make for food retailing econ- 
omies not hitherto seen in this country. 

Two trends in these plans of the super 
markets are especially evident in the pro- 
grams thus far outlined. First is the rapid 
extension of self-service into fields here- 
tofore often thought impossible to adapt 
to self-service. Most significant of these 
is the complete self-service meat and 
delicatessen department, which may 
revolutionize the entire meat retailing 
business. Another important trend is the 
expansion of the super food market into 
all household needs: wines and liquors, 
drugs and cosmetics, and numerous 
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other lines apart from food but equally 
adaptable to mass retailing. 


GROWTH OF SuPER MARKETS 


In the short span of virtually a decade, 
the super market has been able to change 
the food buying habits of the country 
and to give promise of changing retailing 
customs in many other fields. Although 
the super markets are only 2.6 per cent 
of the total number of retail food stores, 
they have been able to capture more 
than 30 per cent of the nation’s $13,000,- 
000,000 retailing food volume in ten 
years and to gain as their customers more 
than half of the nation’s families.! 

Historically, the spread of the super 
market movement began in the East in 
1932.2 By 1935, this new type of self- 
service retailing was sufficiently tested 
by consumer approval to encourage im- 
provement in physical appearance. By 
1940, the industry was well established. 
Actually, at the time of Pearl Harbor, 
there were approximately 8,000 super 
markets doing about 25 per cent of the 
nation’s food business. Other retailing 
branches predicted that the war and its 
leveling effects would mean the end of 
the super market. But quite to the con- 
trary, from 1941 to date, the supers have 
enjoyed their greatest prosperity. As of 
January 1, 1945, they had approximately 
10,000 units, doing an estimated annual 


1 The volume figure is based on reports of the Bureau 
of Foreign & Domestic Commerce. The per cent of 
super market sales is based on our own estimates and 
figures obtained from outstanding super market or- 
ganizations throughout the United States. 

2 See M. M. Zimmerman, Super Market—Spectacular 
Exponent of Mass Distribution (New York: Super Mar- 
ket Merchandising, 1937). 

Compiled by Super Market Merchandising circula- 
tion department. 
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volume between three and one half and 
four billion dollars—35 per cent of the 
nation’s food bill.‘ 

While self-service is the basis of the 
super market technique, this method at 
the beginning was confined to the gro- 
cery department. By the end of 1941, the 
entire industry believed implicitly in self- 
service. Many of the operators were ex- 
perimenting with these new extensions 
of self-service when the war suddenly be- 
gan stripping the civilian industry of its 
manpower. 


WARTIME DEVELOPMENTS 


During the war the super market in- 
vited women to take the place of men. 
It put them behind the meat counter as 
butchers; made them store managers, 
supervisors, and buyers. By 1944, the 
percentage of women employed had 
risen from 25.3 per cent in 1942 to $1.4 
per cent. But even among these women 
the turnover of labor was high—the war 
industries with their attractive wages 
continued to absorb many of the civilian 
workers. 

In addition, limited merchandise sup- 
plies, due to increased military and lend- 
lease needs, also threatened to cut down 
volume. In brief, the entire industry was 
faced with labor shortage, merchandise 
shortage, rationing, and price control, as 
well as the drafting of key personnel. 

These factors forced the industry into 
quickening the steps which would have 
come inevitably after the war. First, to 
counteract possible reduced sales vol- 
ume, the super markets began adding 
new departments, including allied house- 
hold merchandise, drugs, liquors, glass- 
ware, and other lines. These helped to 
maintain the high traffic and volume so 


‘ Thid. 

* Survey conducted by Super Market Merchandising 
in May 1944, and based on replies received from oper- 
ators in 20 states, controlling 862 retail outlets. 


essential if overhead was to be kept 
down. Moreover, it was psychologically 
an excellent thing, at a time when trips 
to the market had to be economized 
either by lack of gas or by the house- 
wives’ limited hours, to serve under one 
roof all the domestic needs of the house- 
wife. 

Most important, however, for the 
present and future super market, was 
the unprecedented expansion of self- 
service. Dairy products were easy to 
convert; manufacturers had developed 
special dairy cases which lent them- 
selves readily to self-service and were in 
great demand. Prepackaged vegetables 
and fruits also became more popular. 
Scarcity of help forced many a doubting 
Thomas to convert his produce depart- 
ment to self-service. It helped materially 
not only in maintaining volume but also 
in smoother flow of customer traffic. 

Experimentation in complete self- 
service meat departments—the most 
revolutionary development of all— 
started on the Pacific Coast. The indus- 
try has been watching eagerly the re- 
sults of these experiments. It is safe to 
say that if the case manufacturers were 
able to supply equipment, unquestion- 
ably half of the industry today would be 
operating complete self-service meat de- 
partments. 

How far will the super market opera- 
tor actually extend the self-service idea? 
According to a recent survey,* the entire 
system of self-service will be completely 
revolutionized. As soon as possible, 64 
per cent will convert their meat depart- 
ments;’ 70 per cent, their delicatessen 
departments; 84 per cent, the produce 


* Nationwide mail survey among super market oper- 
ators conducted by Super Market Merchandising, 
based on replies received from operators in 37 states— 
133 Cities and towns, ranging in population from 2,500 
to Over 1,000,000. 

7 In the meat department, an additional 18 per cent 
will convert partially. 
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departments; and 94 per cent, the dairy 
departments to complete self-service. 

The non-food departments will under- 
go the same transformation. Drugs, 
hardware, household equipment, and 
wines and liquors will be on a self-service 
basis in a great majority of the super 
markets throughout the country. 

The point of this trend for the adver- 
tising agency and the manufacturer is 
that self-service is not only accepted but 
preferred by the growing majority of 
American women. In food retailing it is 
evidenced by the sales figures. Since 
1941, the sales volume in the super 
market has increased over 30 per cent*&— 
a tremendous increase in the face of the 
merchandise and labor shortages con- 
fronted during the war. Surveys indicate 
that the consumer now is converted to 
the idea of self-service.® She likes the 
idea of leisurely wandering about the 
store, handling the goods, appraising 
her choice. She doesn’t want clerk inter- 
ference or influence. Sometimes she is 
sensitive about her buying, and self- 
service permits her to buy as much or as 
little as she wants. If she prefers the 
lower priced item to the higher, that is 
entirely her affair. In other words, it is a 
highly satisfactory and even flattering 
way of shopping—because the customer 
consults only herself. 

Already this consumer preference for 
self-service is going beyond the food re- 
tailing field. One of the first to adopt self- 
service was the drug store. Today, some 
of the finest drug stores throughout the 
southwest Pacific area are operating on 
a self-service basis. Automobile acces- 
sories and tire companies, electrical ap- 
pliance and hardware companies, and 

8 Nationwide mail survey conducted by Super 
Market Institute among its members, operating 2,357 
my See surveys of Milwaukee Fournal, Consumer 


Analysis, 1945 edition, and also DELL Modern Maga- 
zine’s gth Annual Survey of Homemaking. 


music record concerns are all planning 
super market outlets for their products. 

One of the most interesting develop- 
ments following the pattern of super 
food markets is in department store oper- 
ation. The W. T. Grant Stores, for in- 
stance, began five experimental self- 
service stores about three years ago. 
They are now encouraged sufficiently to 
begin new self-service stores in new ter- 
ritories. Even in so difficult a center as 
New York, with its high service demand 
and competition, the R. H. Macy Co. at 
34th Street and Broadway has inaugu- 
rated self-service departments which are 
proving highly successful. Beginning 
with the drug section, self-service has 
now spread to notions, work clothes, and 
groceries. It is already apparent that be- 
cause of the consumer’s approval of this 
system, self-service will reach out into 
many fields for which, only a few years 
ago, it seemed not only impractical but 
impossible. 


SupER MARKETS AND PACKAGING 


The extension of self-service in food 
retailing is already affecting the output 
of numerous related industries. Self- 
service is forcing changes in all types of 
packages. Heretofore, when the clerk did 
the selling job, the package had the re- 
sponsibility for only a small part of the 
appeal. Today, the package plays a 
greater part in selling. In the super gro- 
cery department, where 2,000 or more 
items compete for the customer’s atten- 
tion, the package becomes the only sales- 
man. First, it must stop the housewife. 
Then, after she has taken it into her 
hands, it must sell itself—by informing 
her of all the good things about the con- 
tents, and better still, picturing the con- 
tents temptingly. 

Thus, color and “glamour” become 
very important and may be expected in 
postwar packaging. Also, the label (in- 
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cluding the description of the contents, 
the manner of use, weight, utility, and 
clear price marking) must become a sales 
talk to induce the housewife to choose an 
item from some 2,000 or more adjacent 
items on the shelves and within the floor 
displays. The advertising agency must 
be prepared to develop new and im- 
proved techniques in packaging and 
packaging methods. There is an impor- 
tant educational role to be played by 
them also, in new copy appeals and 
sales approaches. In this connection, it 
is interesting to note that 39 per cent of 
the super market shoppers are men.?° 
The super market is far more a family 
buying center than was the corner serv- 
ice food store. This should be borne in 
mind by the copy writers who are direct- 
ing consumer appeal copy—the appeal 
should be directed to all members of the 
family. 

Since self-service perishable food prod- 
ucts are an inevitable development, pre- 
packaging material becomes paramount. 
In order to self-service foods of this char- 
acter, it is necessary that they be pack- 
aged not only in a highly attractive 
manner, but also so as to preserve their 
perishable content. A special type of 
transparent film has been developed for 
fresh meat packages; it has a controlled 
degree of moisture permeability, yet 
permits just enough moisture to escape 
to prevent fogging. This keeps the pack- 
age clear and gives the customer the un- 
obstructed view of the meat, which 
women desire when they are buying. 

While much still has to be done to per- 
fect the technique of prepackaging self- 
service meats before they can be given 
to the customers in fool-proof packages, 
this development already can be fore- 
seen as the greatest advance in meat re- 
tailing in the past fifty years. Those do- 


°The Sherman K. Ellis Report on Super Market 
Traffic, 





ing the experiments now believe that 
pre-packaging can reduce the cost of 
meat selling by as much as one-half, and 
greatly 1 increase meat volume consump- 
tion. The meat packers, refrigerator 
manufacturers, and cellophane produc- 
ers are all vitally interested, and are 
studying carefully the future parts they 
will play in this new development. 

‘ For the super market operator, tempt- 
ing packaging is of paramount impor- 
tance because the impulse sales value of 
the inviting package is one of the major 
factors in his high sales volume. One 
survey" indicates that 75 per cent of the 
women purchasing in food stores buy 
one or more items on impulse; and S50 per 
cent buy one-third of their purchases on 
impulse. Two-thirds of the items bought 
on impulse are purchased because of dis- 
play and 29 per cent because of their 
transparency. Thus, mass display and 
pre-packaging are essential in the post- 
war development of the super market. 


IMMEDIATE PLANS 


As for the self-service merchant, he is 
so convinced that this system of retail- 
ing is on the ascendancy for many years 
to come that his immediate plans now 
involve an expenditure of more than four 
hundred million dollars. In a 1944 na- 
tionwide survey” made by Super Market 
Merchandising, covering 137 cities in 37 
states it was ascertained that plans had 
been projected for the expenditure of 
more than 132 million dollars for some 
3,000-odd new super markets (40 million 
dollars for store equipment, 69 million 
dollars for new warehouses, and 24 mil- 
lion dollars for equipment in these ware- 
houses) and 30 million dollars for re- 
modeling present markets. In addition, 


1 DuPont survey on consumer shopping habits. 
12 From survey conducted by Super Market Merchan- 


dising in December 1944, and reported in its January 
1945 issue. 
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over 100 million dollars will be spent by 
realtors and investors for buildings to be 
leased to the industry. 

From these plans we can now judge 
what kind of super market Mrs. Con- 
sumer will soon find. For one thing, some 
of them will occupy as much as 25,000 
square feet, which is equivalent to 25 
average service stores. The majority, 
however, will be from 5,000 to 10,000 
square feet in size. 

Where will these new markets be lo- 
cated? Forty per cent will be in the large 
cities; 4opercentin theurbancenters; and 
20 per cent in community developments. 

What kind of buildings will the con- 
sumer shop in? They will be the most 
modern in design and construction. Some 
of the best known architects who have 
specialized in industrial design will lay 
out the plans for these markets. Some 
markets will be a part of an entire com- 
munity development, for around them 
shopping centers are already being de- 
veloped. Most of them will have hand- 
some parking lots, landscaped with 
shrubbery, with playgrounds to occupy 
the children while their mothers are 
shopping. 

To indicate the confidence operators 
have in the future of their industry, it 
may be mentioned that in Philadelphia 
one operator is investing three-quarters 
of a million dollars in a single market, 
which will incorporate every possible 
modern feature in self-service operation. 
The anticipated volume of this market 
will be over three million dollars an- 
nually. In general, investments of $100,- 
000 to $250,000 and even $300,000 in a 
complete super market unit are no longer 
extraordinary. 

From the survey mentioned, it is ap- 
parent that frozen foods will figure in the 


future far more than before. Practically 
every new super market planned will 
provide expansion for this department. 
Equipment is being developed that will 
give both visibility and attractiveness to 
frozen foods, made possible by new ad- 
vances in refrigeration which permit visi- 
bility but retain low temperature. Then, 
too, in many parts of the country, es- 
pecially the rural sections, the locker 
plant will become an important factor 
in the super market. Many are already 
in existence and more are planned. 

Another definite extension within the 
super market will be in drugs and cos- 
metics. A 1945 national survey," based 
on the replies from operators controlling 
2,796 markets in 38 states (183 cities), 
showed that over 56 per cent will have 
drug and cosmetic departments. An ad- 
ditional 13 per cent will market cos- 
metics alone, giving a total of approxi- 
mately 69 per cent engaged in this latter 
field. 

The super market operator is ready to 
stake millions on his method of retailing 
because he realizes that the consumer of 
tomorrow will have changed. One reason 
why the super markets were able to 
flourish was that the consumer ten years 
ago had already begun to be an educated 
buyer. She has become even more so to- 
day. She no longer needs to be told by a 
clerk what she wants. She may desire in- 
formation, but she does not desire influ- 
ence or persuasion. 

The consumer’s intelligence and self- 
confidence in buying have made possible 
these new advances in retailing. The new 
super market will reward her with in- 
creased goods for her dollar and greater 
leisure for her other interests. 


13 Conducted by Super Market Merchandising in 
February 1945 and reported in its March 1945 issue. 
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THE TOTAL COST OF MARKETING 


N 1933, I made an estimate of the 
I total cost of Marketing by dividing 
the “‘value added” in the production 
and distribution of goods between pro- 
duction and marketing. This was pub- 
lished in the Elements of Marketing in 
January, 1935. My conclusion was that 
marketing accounted for 52.2 per cent 
and production 47.8 per cent of the 
national product or value added in goods 
or commodities. 

I have completed a similar estimate 
for 1939. This shows that marketing 
took 50.5 per cent of the value added or 
national product of commodities. The 
decrease in the percentage probably re- 
flects a refinement of method of compu- 


tation rather than an increased efficiency 
(decreased cost) in themarketing of goods. 
My figures are in the attached table. 

An unpublished study by Mr. Leroy 
H. Mantell, of the U. S. Department of 
Commerce, arrives at the conclusion 
that marketing took S50 per cent of the 
national increment or product in 1939 
and 50.9 per cent in 1929. Mr. Mantell’s 
method is entirely different from that 
which I used. It is interesting that two 
estimates prepared independently by 
different men using different methods 
should arrive at almost exactly the same 
result. 

P. D. ConvERsE 

University of Illinois 


Estimatep Cost or Marketino Goons, 1939 
(000,000 omitted) 




















Value Added 
Sales 
Total | By Production | By Marketing 
Mines, quarries and oil wells $ 3,185 $ 2,285 $ 2,035 $ 250 
Timber products 1,122 618 394 224 
Farming (exc). Gov’t payments) | 7,877 6,313 5,289 1,024 
Construction 4,520 2,473 2,134 339 
Manufacturing 56,643 24,683 19,019 5,664 
Transportation 
Railroad freight service 3,363 2,433 = 2,433 
Trucks-for-hire operated by corporations | 697 582 — 582 
Water carriers, corporations | 677 350 — 350 
Express companies 170 104 — 104 
Pipe lines | 212 170 — 170 
Wholesalers 55,266 6,100 _ 6,100 
Retailers | 42,042 12,192 — 12,192 
| 58,303 28,871 29,432 
Percentages | 100 49-5 50.5 
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STUDENT REACTIONS TO DIFFERENT GROUPS 
OF FOOD STORES 


WwW. the full return to a peace time 


economy, competition between 
retailers will be renewed and increased. 
Independents will be pitted against 
chains, small chains against the super- 
markets, and small independents against 
the large independents. Moreover, the 
larger retailers will compete with each 
other for business and the smaller re- 
tailers with each other. 

During the war, retailers were not as 
much concerned with what customers 
thought about them as they were with 
the problem of getting goods and per- 
sonnel, with price ceilings and rationing. 
As we shift from a sellers’ market to a 
buyers’ market, their interest in the 
customer must be renewed. Although 
much has been written about how to 
meet competition by improving trade 
channels, store lay-outs, and packaging, 
by using more convincing advertising, 
by promoting new goods, and the like, 
little attention apparently has been 
given to finding out what it is that cus- 
tomers like about stores and what kinds 
they will patronize in the postwar period. 


GrocEerRY STORES SURVEYED 


The reactions of Home Economics 
students at the University of California, 
Berkeley, indicate some of the factors 
which lead housewives to patronize some 
stores and avoid others. A class study- 
ing consumer problems visited grocery 
stores for the purpose of getting ac- 
quainted with the different types of 
stores retailing food. Although the sur- 


1 “Thus the basic conflict actually resolves itself into 
a struggle between the chains and the large independents 
for the profitable business and a struggle among the 
small independents for the unprofitable or less profitable 
business.” Victor Lebow, “The Nature of Postwar Re- 
tail Competition,” THE JOURNAL OF MARKETING, Vol. 
IX, No. 1, July, 1944, p. 15. 


vey was not made for the purpose of 
studying factors influencing patronage, 
the reactions of the young women re- 
vealed some facts which should be of 
interest to those concerned with, or in- 
terested in, retailing. The students made 
335 visits to grocery stores in August 
1943, April 1944, and May 1945. Most 
of the stores were in Berkeley, although 
a few were in Oakland and other nearby 
areas. 

Each student visited a store in each 
of the OPA groups 1, 2, and 4, there 
being no group 3 stores in Berkeley.? In 
1944 and 1945, a cooperative store and 
one of its branches were visited. The 
stores in groups I and 2 varied all the 
way from the tiny “hole in the wall” 
type to the “markets” carrying many 
kinds of goods. The stores in group 4 
represented both local and _ national 
chains in about the same proportion as 
they operate in Berkeley. 

The students were asked to report on 
the kinds and varieties of goods avail- 
able, the kinds and quality of services, 
the sanitation, neatness, and orderliness 
of the store, and the general arrange- 
ment from the standpoint of the con- 
venience of the consumer. They also 
reported on the observance of price ceil- 


2 The Office of Price Administration defined what 
constitutes Group 1, 2, 3, and 4 stores as follows: 

A store is in Group 1 if it is an “independent” store 
with “annual gross sales” of less than $50,000. A store is 
an “independent” store if it is not one of 4 or more stores 
under one ownership whose combined “annual gross 
sales” are $500,000 or more. 

A store is in Group 2 if it is an “independent” store 
with “annual gross sales” of $50,000 or more but less 
than $250,000. 

A store is in Group 3 if its “annual gross sales’’ are less 
than $250,000 and if it is not an “independent” store 
but is one of 4 or more stores under one ownership whose 
combined “‘annual gross sales” are $500,000 or more. 

A store is in Group 4 if its “annual gross sales” are 
$250,000 or more. 
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ings and the extent to which the stores 
followed the regulations of the OPA on 
posting the prices and points required 
for rationed goods. Finally, each student 
gave her conclusions regarding the de- 
sirability of the store from the stand- 
point of the consumer-buyer. 

The reactions are the students’ own 
since no specific instruction was given 
regarding what to look for under the 
points listed above. Many of the students 
were buying foods for families or for 
their own housekeeping at the time the 
survey was made. Most of them will be 
housewives in the near future. Many 
will be teachers and leaders in positions 
to influence other buyers. Their reac- 
tions in all probability are quite like 
those of less analytical housewives and 
those with less training. 

Although the results were analyzed 
according to the different times at which 
the survey was made, no appreciable dif- 
ferences were found at the different 
periods. Therefore, except where indi- 
cated otherwise, the results are a com- 
posite of all visits. 


CONCLUSIONS AS TO DESIRABILITY 
OF STORES 


The larger stores (those in group 4) 
far outstripped the smaller ones in 
groups 1 and 2 in proportion of favorable 
reactions when conclusions regarding the 
desirability of the stores were rated as 
“very desirable,” “desirable,” and “un- 


desirable.” Ninety-five per cent of the 
former were rated “desirable” or “very 
desirable” while only approximately 50 
per cent of the stores in each of the other 
groups were so rated. 

That factors such as prices, goods car- 
ried, cleanliness and arrangement of the 
store, location, and services influenced 
these reactions is indicated by the com- 
ments made. Typical favorable reactions 
to stores in group 4 included: “variety 


and quality are good,” “a very nice mar- 
ket—efficient, clean, and very appealing 
to look at,” “‘so clean and well-arranged 
one enjoys shopping here,” “I like the 
parking facilities, pleasant and efficient 
arrangement, lower prices, goods neatly 
and well arranged,” “‘consumer-buyers 
candoall their shopping here,” “prices are 
lower,” “‘store clean and easy to shop in,” 
“cleanest and neatest store visited,” and 
““consumer-buyers can save money here.” 

Reactions favorable to stores in groups 
1 and 2 included such comments as 
“good for small purchases,” “convenient 
if you live nearby,” “worthwhile to buy 
here if interested in delivery and credit 
services,” “‘good if one wishes to order 
by telephone,” “convenient and has a 
pleasant atmosphere,” and “‘if I patron- 
ized this store I would enjoy most of all 
the interest of the proprietor.” 

The unfavorable remarks regarding 
stores in groups I and 2 emphasized the 
same points as the favorable ones. These 
included such remarks as “higher prices 
are not compensated for in services,” 
“would take too much time to shop 
here,” “no pleasure to shop here,” 
“only reason for buying here would be 
convenient location,” “I prefer the more 
efficient service and lower prices with 
self-service of chains,” “‘too dark and 
untidy,” “quite unsanitary,” “would go 
here only if needed credit and delivery 
service,” and “would rather walk four 
blocks to the nearest chain store which 
is more sanitary and where goods are 
fresh and well marked.” 


Goops AND SERVICES AVAILABLE 


The number of kinds and varieties of 
goods carried undoubtedly was a factor 
influencing reactions regarding desira- 
bility of stores. All of the group 4 stores 
were said to carry “all’’ kinds of foods 
with “all,” a “good,” or a “very good” 
variety of most kinds. 
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Seventy-three per cent of group 1 
stores were “limited” or “very limited” 
in kinds of goods carried and 33 per cent 
were “limited” in varieties. Group 2 
stores were considered better in this 
respect inasmuch as only 18 per cent 
were limited in kinds and 76 per cent 
limited in varieties carried. Although 
most of the group 2 stores carried a 
“‘go00d”’ assortment of foods and were not 
as limited in varieties as group I stores, 
they were not rated any better as places 
in which to buy; therefore, other factors 
must have had a more important influ- 
ence. 

Practically none of the group 4 stores 
provided credit or delivery services, 
whereas a considerable portion of stores 
in groups I and 2 offered such services 
to some extent. However, these services 
did not out-weigh other factors affecting 
the desirability of the store. Likewise, 
all of the group 4 stores were self-serve 
while many of the smaller stores pro- 
vided clerk service. However, it appears 
that clerk service today does not give 
stores any particular advantage in pat- 
ronage since most housewives like to 
pick out their own goods. The reactions 
of this group of students indicated that 
they only wanted someone about to di- 
rect them to goods they could not find 
for themselves. 

The personal attention given and the 
friendly atmosphere in the smaller stores 
are relied upon by many sellers to attract 
customers. Yet, for many housewives, 
this does not offset the lack of efficiency 
and other shortcomings. Nor is this fac- 
tor entirely lacking in group 4 stores. In 
46 per cent of the group 1 stores visited 
and in 36 per cent of the group 2 stores 
the friendly, helpful attitude of the per- 
sonnel was mentioned.’ It was also men- 


3 The term “personnel” is used here to include sales- 
persons, checkers, persons stocking shelves, and mana- 
gers or owners. 


tioned regarding 28 per cent of the group 
4 stores. 

On the other hand, personnel was con- 
sidered indifferent or hostile in 15 per 
cent of the group 1 stores, in 13 per cent 
of the group 2, and in almost Io per cent 
of those in group 4. The efficiency of the 
personnel was considered good in 14 
per cent of the group I stores, in 20 per 
cent of group 2, and in 39 per cent of 
group 4. The slowness of employees was 
remarked upon in g per cent of group 1, 
6 per cent of group 2, and 3 per cent of 
group 4 stores. 


SANITATION, NEATNESS, AND 
ARRANGEMENT OF STORES 


Reactions as to sanitation, neatness 
and orderliness, and general arrange- 
ment showed marked differences be- 
tween stores of groups 1 and 2 and those 
of group 4. Approximately 31 per cent 
of group I, 34 per cent of group 2, and 
less than 4 per cent of group 4 were 
rated as “poor” or “‘very poor” in these 
respects. Only 13 per cent of group 1 
and g per cent of group 2 were rated 
“excellent,” but 32 per cent of group 4 
were so rated. When each of the charac- 
teristics was analyzed separately, ap- 
proximately the same situation existed 
for each of the groups. 

Exposure of foods which should have 
been covered, cats and dogs in the stores, 
flies, dirty floors, lack of ventilation, 
darkness, dirty refrigerators, unpleasant 
odors, dusty shelves, dirty aprons on 
personnel, and dirty store rooms were 
specifically mentioned many times in 
connection with the stores rated “‘poor”’ 
and “‘very poor.” Likewise, disorder of 
shelved goods, unpacked and empty 
packing cases in aisles, overcrowding, 
foods piled just any way and anywhere, 
and a cluttered appearance created un- 
favorable reactions. 

Inability to inspect goods behind 
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counters, lack of systematic arrangement 
of different kinds of goods making it 
dificult and time-consuming to find 
goods, lack of price tags, failure to mark 
ration points, poor location of checking 
counters, lack of baskets in self-serve 
stores, and shelves too high to reach 
were mentioned as unsatisfactory ar- 
rangements from the standpoint of 
consumers. 

On the other hand, cleanliness, wide 
aisles, care in handling goods, neatness, 
orderliness, and logical arrangement of 
goods brought forth favorable comments. 


OBSERVANCE OF OPA REGULATIONS 


Differences in efficiency of operation 
were further indicated by the care in 
posting OPA regulations regarding price 
ceilings and points on rationed goods. 
Carelessness is undoubtedly one reason 
why stores get into difficulty with OPA, 
and in this study the same groups of 
stores which were careless as to sanita- 
tion and orderliness were careless about 
observing OPA regulations. 

Twenty-six per cent of the group 1 and 
16 per cent of group 2 stores did not 
have information concerning ceiling 
prices well posted. Thirty-six per cent of 
group I and 33 per cent of group 2 stores 
did not have goods well marked as to 
ration points required. Only 2 per cent 
of the group 4 stores did not observe the 
posting of price ceilings and only 3 per 
cent did not have ration points well 
marked. Group 2 stores were not doing 
nearly as good a job in posting price 
ceilings and marking ration points in 
1945 as they had in 1943. Group 4 stores 
in about 26 per cent of the cases observed 
in 1945 were selling above or below ceil- 
ing prices, as contrasted with almost 31 
per cent of type 1 and 2 stores. 


ConsuMER COOPERATIVES 


In 1944 and 1945, a local consumer 


cooperative grocery store and one of its 
branches were visited. Although these 
were group 2 stores, the general reac- 
tions regarding their desirability were 
almost as favorable as toward group 4 
stores. Almost 92 per cent of the con- 
clusions were “favorable” or “very fav- 
orable.”’ 

These stores ranked slightly better 
than group 4 stores in sanitation, neat- 
ness, and general arrangement, since 
they were considered excellent or good in 
these respects in 84 per cent of the cases. 
The efficiency and attitude of the person- 
nel were somewhat better than in stores 
in groups I and 2, although not as good 
as in stores of group 4. 

The cooperative stores carried more 
kinds of goods than group 1 stores but 
not as many as group 2 and group 4 
stores. They carried a better variety 
than group 1 but not as good as group 2, 
and were far outranked by group 4 
stores in this respect. They were about 
the same as group 4 stores in compliance 
with OPA regulations 1 in posting ceiling 
prices and in marking rationed goods. 
Their prices were over the ceilings in 
about the same number of cases as in 
group 4 stores but were under in many 
more cases, 44 per cent having been 
under the ceilings in 1945. Although 
their price ceilings were higher than 
those of group 4 stores, the high propor- 
tion of their goods priced under the ceil- 
ings brought them quite well in line with 
those of group 4 stores. 


IMPLICATIONS OF THE SURVEY 


This survey seems to indicate that 
many small retailers need to improve the 
sanitation, neatness, and arrangement 
of their stores, and provide better service 
if they are to compete in the postwar 
period with the larger retailers, either 
chains or independent, who carry exten- 
sive stocks of goods and who sell at 
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lower prices. Likewise, the larger retail- 
ers cannot expect lower prices and a wide 
variety of goods to offset inefficient 
clerks, insanitary stores, and inefficient 
arrangement. 

Not only does this survey indicate 
what retailers may expect in the way of 
demands from housewives in the post- 
war period, but it in all likelihood ex- 
plains to some extent at least why such 
a large proportion of food sales in the 
prewar period was in chain stores, and 
why it is claimed that a few thousand 
self-service supermarkets are now doing 
25 per cent of the nation’s food business.‘ 


The implication may also be drawn 
that the woes of small retailers will not 
be cured alone by legislation handicap- 
ping the large sellers. To some extent at 
least, they can help themselves by im- 
proving their own efficiency and by mak- 
ing their stores attractive to and con- 
venient for buyers. 

Jessie V. Cotes 
University of California, 
Berkeley 





4M. M. Zimmerman, “Supers as Mass Outlets for 
Drugs and Cosmetics,” Supermarket Merchandising, 
November, 1943, p. 41. 


WHAT IS THE BASIC DRUG STORE PATTERN? 


ARKETING men faced with distribu- 
M tion problems for drug store prod- 
ucts or with laying out a survey, and 
wishing to have a well-balanced sample 
of drug stores, now have available back- 
ground data more up to date than the 
1939 Survey of Business. 

Two recent studies in this field are of 
great help in allocating calls for sampling, 
in making projections, or in setting sales 
quotas. These are the N.W.D.A. Map of 
36 Wholesale Drug Areas! and War- 
Time Trends in the Drug Store Market? 
The latter presents material by 9 re- 
gions. Both use 1943 statistics. 

Since some basic figures appear in one 
and not the other, a check of the data 
common to both was undertaken to see 
how they could be used to supplement 
each other. With minor exceptions, the 
Department of Commerce regions follow 
state lines. N.W.D.A. areas, on the other 

1A comprehensive revision as of December, 1944, 
published by the National Wholesale Druggists’ Asso- 
ciation. 

2 A survey of retail drug stores by the Bureau of For- 


eign and Domestic Commerce, U. S. Department of 
Commerce, and A. C. Nielsen Company. 


hand, cross state boundaries more often 
than they coincide with them. 

A map of the g regions was superim- 
posed on the 36 areas, and county tabu- 
lations were made for those of the latter 
which were split. The proportion of 
drug stores, drug store sales, and popula- 
tion in each wholesale area falling within 
the larger regions is shown in Table I. 


To approximate the Department of 


Commerce-Nielsen division, the whole- 
sale areas which had $0 per cent or more 
of stores and sales in any region were 
grouped together. Total U. S. stores and 
sales shown by N.W.D.A. are approxi- 
mately 5 per cent higher than those in 
the Department of Commerce-Nielsen 
study: 


Total Total 
Drug Stores Drug Store Sales 


N.W.D.A. 56,657 $2 716,002,000 
Dept. of Commerce- 
Nielsen 53, 866 2, 588,000,000 


In spite of these differences, regional 
totals showed a close correlation, not 
only for the exact territory, but also in 
most cases for the nearest approximate 
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TaBLe I.—DeEpPARTMENT OF CoMMERCE-NIELSEN REGIONS AND Corresponpine N.W.D.A. Areas 
(Figures as of 1943) 




















Per Cent in NW.D.A. Per Cent in NW.D.A. 
Area Included in Area Included in 
Department of Department of Com- 
Commerce Regions merce Regions 
Regions and Areas Regions and Areas 
Num- Num- 
ber of Drug Popu- ber of Drug Popu- 
Dru Store | lesion Dru Store lation 
£ | Sales £ | Sales 
Stores _ Stores 
I. New England Region 16 100.0 | 100.0 | 100.0 
Area I 100.0 | 100.0 | 100.0 17 100.0 | 100.0 | 100.0 
2 100.0 | 100.0 | 100.0 18 92.4 95.3 92.9 
3 27.0] 30.6] 27.5 19 100.0 | 100.0 | 100.0 
20 88.5 89.4 | 81.5 
I]. Metropolitan New 21 99.0 | 100.0 | 99.1 
York Region 22 6.2 3.8 4.1 
Area 4 92.51 93:71 92.3 23 9 all 8 
II]. Middle Atlantic Region a ee at aae Me 
Area 3 73.0] 69.4] 72.5 9 95.0 | 96.4] 94.8 
4 7°5 7°3 7-7 14 x 1.6 2.9 
2 poi ee as 30 31.1 | 21.7 | 31.0 
00.0 | 100.0 | 100.0 
66] sa] 8.6 : 7.6| 97.9] 97 
8 89. 6.6 88. 
9-4) 9 3 33 100.0 | 100.0 | 100.0 
II 27.6 | 21.8 | 26.1 34 100.0 | 100.0 | 100.0 
Ls ym Central Region 2 rag sp ag 
_ ; “7 - vt VIII. Southwest Region 
9 5.0 3.6 5.2 Area 14 5.8 8 3.2 
10 100.0 | 100.0 | 100.0 18 7-6 4-7 
11 72.4| 78.2] 73.9 20 11.4 10.6 18.2 
12 100.0 | 100.0 | 100.0 26 35-2 | 23-4) 33-1 
13 95-3| 98.0] 95.3 27 100.0 | 100.0 | 100.0 
14 17.1 19.5 19.6 28 100.0 | 100.0 | 100.0 
15 6.6 5.7 7.5 29 100.0 | 100.0 | 100.0 
32 2.4 2.1 2.9 30 68.9 | 78.3 | 69.0 
31 48.2 47.6 45.1 
V. Metropolitan Chicago IX. Pacific Region 
Region Area 20 s2 2 “3 
Area 15 47-0 | $7.2] 4§.5 21 1.0 ” 9 
22 93-8 | 96.2] 95.9 
VI. West Central Region 23 99.1 99-5 | 99.2 
Area 13 4-7 2.0 4.9 24 100.0 | 100.0 | 100.0 
14 79-3 | 78.1 | 76.3 25 100.0 | 100.0 | 100.0 
15 6.41 37.41 Be 26 64.8 | 76.6 | 66.9 























* Too small to be recorded. 


one, i.e., areas combined as described 
above. Table II shows them as percent- 
ages of U. S. total stores, sales, and pop- 
ulation. 

In proportion to the United States as 
a whole, the discrepancy on a total drug 


store sales basis is greatest in the South- 
west. This region loses Albuquerque, El 
Paso, and Little Rock, since all of area 
26 goes into the Pacific region, and all 
of area 31 into the Southeastern. The 
remaining areas have 1.17 per cent less 
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Tase I].—Comparison OF DEPARTMENT OF ComMERCE Recions AND N.W.D.A. Areas 
(Figures as of 1943) 








Drug Stores Drug Store Sales Population 





NW .D.A\NW.D.A. Depart- |\NW.D.A\NW.D.A\NW.D.A\NW.D.A. 
Corre- Nearest | ment of | Corre- | Nearest | Corre- Nearest 
sponding | Whole Com- | sponding| Whole | sponding| Whole 

Counties | Areas merce | Counties | Areas | Counties 








. New England ; 7.42 
. Metropolitan New 
York i 9-94 
Middle Atlantic , 12.60 

. East Central , 16.17 
. Metropolitan Chicago . 3.60 
. West Central : 18.60 
. Southeast ' 12.14 
Southwest ; 10.93 

. Pacific ; 8.60 


7.05 7.26 7.78 7.48 6.33 
10.74 7.67 8.27 8.16 
58.95 .86 12.60 11.56 2. 

16.03 OI 18.21 18.01 7. 

3.60 25 .80 4.80 3.56 
20.08 38 ; 16.77 1§.91 
34.37 -79 . II.19 16.09 
9-93 -16 ; 8.99 10.11 
8.85 95 ; 12.93 9.92 





Total per cent , 100.00 








-0O . 100.00 100.00 




















of total U. S. sales than the territory in- 
cluded within the Department of Com- 
merce boundaries. 

N.W.D.A.’s Metropolitan New York 
covers more of southern New York and 
northern New Jersey than does the De- 


partment of Commerce region of the 
same name. Internally, the former’s 
sales are 12.7 per cent greater. But as 
against total U. S. sales, the difference is 
less than 1 per cent, and if Metropolitan 
New York and the Middle Atlantic re- 
gions are combined, the differences are 
3.3 per cent internally and 0.63 per cent 
as against the total U. S. 

Since N.W.D.A. had no Metropolitan 
Chicago area, their figures on the corre- 
sponding countries are shown here. The 
sales ascribed to these counties by N.W. 
D.A. are 12.9 per cent greater than the 
Department of Commerce estimate, but 
less than 1 per cent different against 
total U.S. sales. For use with any whole- 
sale drug figures, this Chicago Metro- 
politan Area would have to be combined 
with the West Central, since such a large 


portion of this region is served by 
Chicago wholesalers. 

Breakdowns of stores and sales by size 
of city and size and type of store, are 
available from the Department of Com- 
merce-Nielsen study. To the researcher, 
these are useful for setting quotas for 
sampling. The list of wholesalers whose 
sales determined the boundaries of the 
36 N.W.D.A. areas is part of the data on 
the N.W.D.A.’s Map.’ Given a client’s 
sales to these distributors, area volume 
can be worked out, grouped into regions, 
and checked against Department of 
Commerce data or against information 
gathered in the field. 

The similarity of regional data in the 
two studies would seem to indicate that 
for most general purposes they can be 
used together. 

Cara Haske i VorceE 
Ferry-Hanly Company 
New York City 


3 Also included in their statistics are Sales Manage- 
ment’s Indices of Per Capita Drug Sales. These are 
given by counties and by areas. 
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eral headings given below. Individual items 
are designated by the number of the general 
class into which they fall and, also, by a serial 
number within the class. 

Readers interested in securing copies of the 
publications mentioned in the following 
pages should address their requests to the re- 
spective publishers—THE JOURNAL does not 
have copies for sale or distribution. 

Members of the American Marketing As- 
sociation who are engaged in significant 
pieces of marketing research are urged to 
submit items to the Editors of this section. 


List or GENERAL HEADINGS 


. Advertising 
. Selling—Personal 


Commodity Studies 


Industrial Marketing 
Marketing Farm Products 
Marketing Minerals 
Marketing Services 
Producers’ Marketing of Consumer 
Goods 
Product Analysis 
. Consumer Studies 
. Cost of Marketing 
. Foreign Trade 


Functional Marketing 


Co-operative Marketing 
Credit—Mercantile and Retail 
Retailing 

Transportation 

Warehousing 

Wholesaling 


Government and Marketing 


Federal, State, Local Regulation 
Taxation 

. Marketing Theory 

. Prices and Price Policies 


Statistics 


22. General Market Statistics 
23. Market Area Studies 

24. Research Technique 

25. Markets—Specific Products 
26. Miscellaneous 


1. ADVERTISING 


1.1 Brand Preferences of Young America. 
(New York: Prepared for National 
Comics Group and Fawcett Publica- 
tions by Stewart, Brown and Associ- 
ates, May-July, 1945, PP- 50.) 

The brand preferences, as well as certain 
supplementary data such as usage and flavor 
preference, of youths from eight to 20 years 
of age for foods, confections, toiletries, foot- 
wear, and equipment are shown in this sur- 
vey. Some 5,000 such persons were inter- 
viewed during the summer of 1945, the sam- 
ple being carefully selected from 41 urban 
areas throughout the country so as to con- 
stitute a representative cross-section. 

The data on the individual commodities is 
broken down by age groups of 8-10, 11-13, 
14-16, and 17-20 years. Besides these detail 
brand-preference statistics, the survey estab- 
lished the fact that the brand consciousness 
of these young people is comparable to that 
possessed by adults. For most products, the 
group as a whole shows very definite brand 
preferences; although there are some marked 
exceptions, such as in the case of flashlights. 
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This characteristic develops at a compara- 
tively early age, as is shown by data on the 
8-10 year old group. The outstanding posi- 
tion of certain national brands in the minds 
of American youth is also made evident in 
the report. 

Seventy-five per cent of the sample group 
reported that they read comic magazines, 
and 42 per cent stated they purchased one or 
more during the week preceding the inter- 
view. 


1.2 Newspaper’s Pantry-Shelf Survey Re- 
veals Brand Standings in Chicago. 
Sales Management, November 1, 1945. 


This is a report on the first survey made 
for the continuous pantry shelf inventory of 
food brands in some 400 carefully selected 
Chicago homes. The inventory was recently 
inaugurated by the Chicago Daily News. The 
present survey was taken when there was 
still a considerable shortage in many better 
known brands, and subsequent surveys 
should show the effects upon brand prefer- 
ence of the removal of such shortages. The 
surveys will be taken frequently enough to 
show not only the short-time trends of a year 
or two but also seasonal variations, if any, in 
brand preferences. 

The data are broken down by income 
classes, by sections of the city, and by occu- 
pational groups. In addition, various other 
questions were asked in this initial study, 
such as the percentage of grocery purchases 
made on each day of the week, type of re- 
frigeration in the home, and stores at which 
the major portion of the buying is done. The 
summary findings on brands are reproduced 
in the article. 


1.3 Brand Names Research Digest. (New 
York: Brand Names Research Foun- 
dation, Inc., October and November, 
1945.) 

The first release, based on 1,000 interviews 
in nine cities, shows the influence of confi- 
dence in brand names on purchases by 
women of 12 articles “each typical of a dif- 
ferent product group.”’ About one-half of the 
women rely on brand identity as a guide in 


buying a// classes of products. Indifference to 
brands of wearables and soft goods ranged 
from 23 per cent to 46 percent. On the other 
hand, dentifrices had a brand insistence of 
73.2 per cent and silverware, 66.5 per cent. 

The second release shows that generally 
similar results were obtained when the same 
questions were asked of 1,000 men in ten 
cities. 


1.4 The $8,000,000,000 Textile Industry: Is 
It Ripe for Brand Name Promotion? 
by James C. Cumming, Sales Man- 
agement, April 15, 1945 through Jan- 
uary I, 1946. 


The basic thesis of these articles is that the 
textile industry is ready right now for the ap- 
plication of modern sales promotion meth- 
ods. In the first two articles those factors, 
particularly those forces that act from out- 
side the industry, which have helped it over- 
come its earlier backwardness are listed and 
discussed. The third and fourth articles pre- 
sent and discuss a number of the factors op- 
erating entirely within the industry which 
are contributing to the same result. 

In the fifth article, the author discusses the 
probable early promotion developments in 
the textile industry in terms of the growing 
acceptance of branded synthetic yarns. The 
sixth article reviews the promotion story be- 
hind such well-known mill brands as Skin- 
ner, Fruit of the Loom, Pepperell, Pacific 
Mills, and Bates. The promotion activities of 
converters are discussed in the seventh arti- 
cle. The highlights of policy in the brand 
merchandising of the Cohoma, Ameritex, 
A B C and Crown fabrics are also described. 

The eighth article deals with the signifi- 
cant marketing developments in the textile 
industry, discussing selling agents and giving 
examples of those who have successfully pro- 
moted their brands. The sales promotion 
policies of Cluett, Peabody & Co., Monsanto, 
and Tootal, Broadhurst are described in the 
October first article, and articles in subse- 
quent issues have discussed the brand poli- 
cies of other textile manufacturers. 

When this series is completed all articles 
will be reprinted in one unit. 
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1.5 The 1945 Postwar Plans for Kansas 
Families, pp. 68. The Kansas Radio 
Audience of 1945, pp. 88. F. L. Whan. 
(Wichita: University of Wichita, 
1945.) 

The two volumes represent the findings of 
the ninth annual survey of the Kansas radio 
audience by Dr. Whan. The first study was 
made in January, 1945, and is based on inter- 
views of 3,464 families representing a rea- 
sonably accurate cross-section. While it 
contains various data on the ownership and 
condition of radio sets, the bulk of the study 
deals with the general postwar plans of the 
families: what they expect to buy, how far 
their plans are matured, how they wish to 
pay for goods, whether they plan to move, 
and so on. 

The second study is devoted entirely to ra- 
dio listening habits and preferences. Al- 


though it follows the general scope of its 
predecessors, it also presents information on 
some points not covered by them, for ex- 
ample, preference for stations broadcasting 
farm news and markets, what adults plan 
their daytime work or stay home at evenings 


to hear certain programs, what commercial 
announcements annoy listeners, types of pro- 
grams broadcasted “‘too much” or “‘too lit- 
tle,” by the favorite station, and reception 
troubles. 


1.6 Attitudes of Rural People Toward Radio 
Service. (Washington: Bureau of Agri- 
cultural Economics, January, 1946, 
PP- 133.) 

How, and in what ways, is radio important 
to rural people? What are their attitudes and 
preferences with respect to radio programs? 
What proportion of rural communities have 
no radio in working order, and what has pre- 
vented these people from having radios? The 
Bureau was asked by the Federal Communi- 
cations Commission to get nation-wide an- 
swers to these questions. 

The results of the survey are presented in 
this most informative report. Much of the 
data is classified by regions, occupations, in- 
come, and educational level. The study gives 
a remarkably complete picture of this radio 


audience, the sections on farm programs and 
on people who have no radios, or whose ra- 
dios do not work, being of unique interest. 

In the appendix are given reproductions of 
all questionnaires used; an explanation of 
how they were used; a complete description 
of the sample design, (obviously the product 
of master craftsmanship); and a statement 
on sampling error—a most commendable fea- 
ture of the report. 


1.7 Advertising Research Foundation, Inc. 


A special project, christened the Continu- 
ing Study of Weekly Newspapers, has been 
planned to survey the readership of weekly 
newspapers, circulating mainly in small 
towns and rural areas. This project will sup- 
plement the present Continuing Study of 
Newspaper Reading, which covers daily 
papers. 

A pilot survey will be used to determine 
the most suitable type of field research pro- 
cedure. Plans call for the study of six weekly 
newspapers during the first year of the new 
project. 


1.8 The University of Chicago 


1.8.1 4 study of the Influence of Frequency 
on Recall of Advertising. Miriam Rosen- 
bloom. Report 1945, Completed. 


1.8.2 4 Study of Costs in Relation to Direct 
Mail and Magazine Advertising in the 
Pharmaceutical Field. Ralph Burge. Report 
in progress. 


1.9 A Guide for Keying Media Selection to 
Sales. (New York: McGraw-Hill Pub- 
lishing Company, 1945, pp. 32.) 

Some helpful suggestions and useful forms 
for selecting media in industrial advertising. 
The material is based on methods employed 
by a number of successful manufacturers. 


1.10 Cooperative Advertising Under the 
Robinson-Patman Act. Isaac W. 
Diggs, Printers’ Ink, November 2, 

1945. 
Eleven questions stemming from the deci- 
sion handed down by the Supreme Court of 
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the United States in the case of Corn Prod- 
ucts Refining Company v. The Federal 
Trade Commission are answered by the au- 
thor. The questions have been submitted 
by people interested in the exact interpreta- 
tion of the decision of the Court, when ap- 
plied to specific situations involving coopera- 
tive advertising. 


1.11 Premiums Can Be Pre-Tested—But 
Not for Quantity Needed. Printers’ 
Ink, December 28, 1945. 


This article points out that there are many 
methods in use to find out about premiums 
before they are offered. It briefly discusses 
several methods and lists 12 “basic rules” 
which may govern the selection of the par- 
ticular premium to use. 

It is stated, however, that there is unani- 
mous agreement among those who have dealt 
with premiums over a long period of time 
that there is no infallible method of deter- 
mining the quantity of premiums needed. 
Local and other conditions may alter over- 
night. 


3. INDUSTRIAL MARKETING 


3-1 Mill Supplies 


A booklet has been prepared, primarily for 
distribution to manufacturers of industrial 
supplies, presenting basic market information 
by counties, states, and regions. In addition to 
data based on 1939 Census reports, informa- 
tion is given on the number of industrial dis- 
tributors, by states, in 1945, and on the lines 
handled. 

The report contains maps spotting the lo- 
cation of industrial distributors and also in- 
cludes outline maps for the use of manufac- 
turers in charting their sales territories and 
market potentials. Additional tables present 
recent state figures on the distribution of 
population, manufacturing employment, en- 
ergy consumption, bank debts, per capita 
income, and war contracts. 

A recent issue of Mi// Supplies contained 
an article prepared in the Bureau of Foreign 
and Domestic Commerce on distribution cost 
analysis techniques as applied to the prob- 
lems of the industrial distributor. 


3-2 Bureau of Foreign and Domestic Com- 
merce 

A Plant and Equipment Expenditure Sur- 
vey conducted jointly by the Department of 
Commerce and the Securities and Exchange 
Commission aims to provide business with 
current and anticipated expenditures by in- 
dustry for plant and equipment. 

The results of the survey are being issued 
quarterly and provide actual expenditures 
for the current quarter and anticipated ex- 
penditures for the ensuing two quarters for 
plant expansion, new plant construction, and 
equipment installations. These reports 
should serve as an important guide to busi- 
ness executives in determining the forward 
trend of private capital formation, an ex- 
tremely important barometer of business ac- 
tivity for the nation. 


3-3 Some Aspects of Postwar Industrial 
Marketing. Thomas S. Holden. (New 
York: F. W. Dodge Corporation, 
1945, Pp. 11.) 

Among other interesting observations, Mr. 
Holden reemphasizes the necessity of pro- 
moting an expanding demand for products in 
the postwar era. Applying a production en- 
gineering term to marketing, he states: 

“The order production process, which is 
another name for industrial marketing, is 
loaded with a triple management responsibil- 
ity: First, it must produce a continuous flow 
of orders, so that production and payrolls can 
be properly scheduled and maintained. Sec- 
ond, it must make the order production proc- 
ess a two-way proposition, a service that 
eases the way for selling by making it easy 
for buyers to buy intelligently, whether the 
buyers be distributors, industrial users, or 
even consumers. Third, it must make pro- 
gressive reductions in unit cost of order pro- 
duction, so that the marketing part of man- 
agement’s total job will contribute equally 
with the production part in supplying better 
goods and services with a constant lowering 
of over-all costs.” 


4. MARKETING FARM PRODUCTS 


4-1 Bureau of Agricultural Economics 
Progress was made in completing arrange- 
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ments with the Bureau of Plant Industry, 
University of Florida, and private packaging 
firms to study the effectiveness of various 
types of transparent films in packaging fresh 
fruits and vegetables. This work ties in with 
the prepackaging study which the Bureau is 
conducting in the Newark, New Jersey, Area. 

Arrangements have been made for experi- 
mental shipments of fresh fruits and vegeta- 
bles from Florida to northern markets. 
Preparations were made to include at least 
one or two plane loads in shipments to se- 
lected markets. Perishables will be shipped 
over a period of 4 or more months, in order to 
test consumer acceptance. 

W. T. Calhoun, West Coast representative 
of the Division of Marketing and Transpor- 
tation Research, and national authority on 
terminal marketing facilities, met with mem- 
bers of the agricultural committee of the 
Memphis Chamber of Commerce to discuss 
fruit and vegetable marketing problems in 
the Memphis area. The purpose of the meet- 
ing was to plan improved marketing facilities 
for fresh produce in order to encourage in- 
creased local production of fruits and vege- 
tables. This is in line with the general pro- 
gram for diversification of crops in the South 
and “‘reconversion for cotton.” 

At the invitation of the City Planning 
Commission of Cincinnati, Mr. Calhoun 
made a preliminary survey of problems in- 
volved in possible relocation of the city’s 
wholesale fruit and vegetable market. Reloca- 
tion is being considered as part of the city’s 
plans for improving the waterfront area, 
which is subject to flooding. Suggestions by 
the Bureau’s representative for handling the 
problem with a view to establishing im- 
proved distribution of fresh produce were 
made at a conference of the Planning Com- 
mission and representatives of the wholesale 
trade. 

The Bureau is cooperating with the United 
Fresh Fruit and Vegetable Association and 
with a group of service wholesalers in the 
Kansas City area in studying the merchan- 
dising of fresh fruits and vegetables. The whole- 
salers are employing a staff trained in mer- 
chandising and will work with local retail 
outlets toward developing and putting in 


practice progressive methods of handling 
and selling fresh fruits and vegetables. 


4.2 More Trade-Marked Produce to Result 
from Prepackaging. A & P Tests on 
Prepackaged Produce Show National 
Brands are Feasible. Printers’ Ink, 
October 26 and November 2, 1945. 


In these two articles the growth of pre- 
packaging is described; its advantages and 
disadvantages to the retailer, as well as to the 
ultimate consumer, are enumerated; and the 
various methods now employed are listed. 


4.3 What’s Ahead in Prepackaged Produce? 
(New York: Super Market Publishing 
Co., Inc., Reprint of a series of four 
articles appearing in the July-October 
issues of Super Market Merchandising, 


$.10.) 
Available from the publisher. 


4.4 University of Illinois 


Livestock and Feed Outlook for Illinois, 
1945-1946, a report prepared by the Exten- 
sion Service in Agriculture and Home Eco- 
nomics, predicts moderate declines in prices 
of farm products, estimates that the feed 
situation will remain unchanged, predicts in- 
creased civilian supply of meats, and com- 
ments on possible lower returns to dairymen. 
The report includes current and recent-year 
statistics on the subjects covered. 

Recent issues of J/linois Farm Economics 
included articles on “The Postwar Market 
For Illinois Farm Products,” and ‘Will War- 
time Agricultural Production be Main- 
tained?” 


4-5 Department of Agriculture: Production 
and Marketing Administration 


An automatic cotton-bale sampler, devel- 
oped by the U. S. Department of Agricul- 
ture, will meet two needs in the American 
system of cotton marketing, if generally 
adopted by ginners. Its use will result in a 
better looking bale, and a sample that truly 
reflects the quality of the cotton throughout 
the bale. 

The automatic sampler obtains a sample of 
the contents of the entire bale during the 
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ginning process. Although the automatic 
mechanical equipment as originally con- 
ceived is not yet fully perfected to the extent 
of providing an automatically packaged and 
marked sample, the equipment for automatic 
extraction is fully perfected and has func- 
tioned satisfactorily at several commercial 
gins. 

It is estimated that acceptance of the sam- 
ple by ginners and marketing agencies would 
reduce marketing costs by approximately a 
dollar a bale. This would squeeze about 10 
million dollars out of the annual cost of mar- 
keting the American cotton crop. (See also 
4.2.1. of the April, 1945 issue of THE jouR- 
NAL.) 


9. CONSUMER STUDIES 


9.1 Average Food Expenditures of Midwest 
Families. (New York: Midwest Farm 
Papers, Inc., September 25, 1945, pp. 
8.) 


A set of three tables. The first presents 
average food expenditures per family for 
June, July, and June-July average, 1945, for 
80 city and 80 farm families in the Midwest. 
The data cover 50 packaged foods and 38 
bulk foods. The second and third tables give 
expenditures for the same food items for 
January to June, 1945, and January to Sep- 
tember, 1945, but they are based on only 16 
city and 16 farm families. 

This is a continuing study. The present 
panel of 160 families keeps records on food 
purchases by items, foods produced at home 
for family use, daily menus, and number of 
adults and children served at each meal. The 
selection of the panel from the eight Midwest 
states was made after the advice of profes- 
sional and market research people, food man- 
ufacturers, and advertising agencies had been 
obtained, the actual method employed not 
being given. 

Using the month of June, 1945, of the first 
table, a few of the more interesting contrasts 
in farm and city family expenditures follow, 
the city family figure being given first: family 
flour, $.22, $1.04; syrup, $.24, $1.04; sugar, 
$.70, $1.22; baby food cereal, $.02, $.01; 
ketchup, meat sauces, $.18, $.09; milk, 


$6.38, $.08; ice cream, $1.02, $.66; butter, 
$1.16, $1.61; eggs, $2.76, $0.10, vegetable 
shortenings, $0.13, $.07; fruits, $5.53, $5.10; 
meats and poultry, $10.75, $2.20. 


9.2 The Wage Earner Forum, Vol. 2, No. 4. 
(New York: McFadden Publications, 
Inc., December 13, 1945, pp. 9.) 


Two-thirds of the women in the Forum say 
they know what brand of canned and pack- 
aged food they want before going to the 
store. Of those who do not know, about half 
mentioned brand name and information on 
the label, and about one-third, advertising 
seen and price difference, as the factors most 
likely to affect their selections. Three out of 
five of the women say they buy canned and 
packaged foods in their neighborhood stores; 
half of them say, in supermarkets. Almost 
two-thirds of these women use margarine. 
The various breakdowns of these responses 
constitute valuable supplementary informa- 
tion. 

Correction: A review note on a prior study 
published in Volume 2, Number 3 of The 
Wage Earner Forum, which appeared on page 
299 of the January issue of THE JOURNAL, 
stated that the value of the answers to the 
questions was left in doubt because the re- 
lease did not state the size of the sample. 
While this information was not given in the 
release, nor any reference to the general 
availability of it made, the review note omit- 
ted to say that The Wage Earner Forum 
sends to all on its mailing list for these re- 
leases a separate booklet which states the 
size (1766) and composition of the panel used 
in these studies. 


9.3 The Curtis Publishing Company 


The Curtis Publishing Company announces 
completion of an Aviation Survey, a compre- 
hensive national cross section survey of the 
opinions of both men and women on aviation. 

The survey results comprise: 1. Opinions 
of the public on some policy questions of vi- 
tal interest to the entire aircraft industry; 2. 
Attitude of the public toward travel by air- 
lines; 3. Attitude of the public toward own- 
ing and operating private planes. 

A preliminary report presenting some of 
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the major results of the survey in condensed 
form has been completed. A final report, with 
complete details, is being prepared. 


10. COST OF MARKETING 


10.1 Bureau of Agricultural Economics 

A study of marketing margins and costs for 
poultry and eggs was completed and has been 
submitted to other agencies for review. 

The Government Printing Office has re- 
ceived the Bureau’s report, Marketing and 
Manufacturing Costs for Tobacco. 

The preliminary report on sechniques, 
costs, and margins in distributing cotton goods 
was completed by the Bureau. This is one of 
the sections of Project III on cotton goods 
production and distribution techniques, 
costs, and margins included in the Pace Com- 
mittee’s research program on ““The Postwar 
Agricultural and Economic Problem of the 
Cotton Belt.” The preliminary draft was 
sent to members of the steering committee 
for review. 


11. FOREIGN TRADE 


11.1 The Federal Trade Commission and 
‘Unfair Competition” in Foreign 
Trade. Richard S. Landry, American 
Economic Review, September, 1945. 


The legal construction of the concept of 
“unfair competition” is the old Common 
Law meaning of fraud and misrepresentation. 
Recently, the author points out, the Anti- 
trust Division of the Department of Justice 
has emphasized the economic approach to 
this concept, namely, that of restraint of 
trade by monopolistic methods. 

The Federal Trade Commission leads all 
other agencies in prosecuting these cases in 
connection with foreign trade. However, only 
about one-tenth of its cases have been con- 
cerned with the economic approach to “un- 
fair competition,” due partly to the pa- 
ternalistic attitude of the Commission to- 
ward export associations under the Webb 
Act and partly to the flexibility of the defini- 
tion of “unfair competition” in its own act. 

Despite the Commission’s general inef- 
fectiveness in this field under the economic 
interpretation of the term, there have been 
several cases where significant precedents 


have been set. The United States Gold Leaf 
Manufacturers’ Association case was the first 
case where conspiracy to fix and maintain 
prices was found sufficient to warrant a 
Cease and Desist order, although no refer- 
ence was made to their dumping policy. A 
Desist order was issued to Waldes and Com- 
pany, Inc., an Austrian firm, for unscrupu- 
lous methods used to regain its snap fastener 
market after the war. 

The Eastman Kodak and General Electric 
cases were also landmarks in establishing the 
Commission in the restriction of foreign 
trade monopolies, especially in connection 
with patent relationships. Agreements to re- 
strict sales, made between American and for- 
eign firms, have also brought forth Cease and 
Desist orders, but there is still lacking a clear 
“economic”’ criterion for use in restricting 
“unfair competition.” 


12. COOPERATIVE MARKETING 


12.1 Farmers’ Cooperatives as Competitors. 
Howard W. Selby, Harvard Business 
Review, Winter Number, 1946. 


After a brief history of the organization of 


the Eastern States Farmers’ Exchange, the au- 
thor gives a complete account of the organi- 
zation and operating methods of the United 
Farmers’ Cooperative Creamery Association, 
of which he is manager, including an operat- 
ing statement and balance sheet for the fiscal 
year ending June, 1945. 

As competitors, farmers’ cooperatives are 
feared by proprietory business for at least 
two major reasons: (1) the cooperatives are 
organized on “what is essentially a ‘non- 
profit’ basis which might lead to the notion 
that they could undercut proprietory firms 
that must make a profit to survive’’; (2) they 
enjoy certain privileges under the law, such 
as income tax exemption, that give them an 
advantage over other business. 

On the first point, the author contends 
that farmers’ cooperatives do not aim to cut 
below market values in their selling. They try 
to get the best price possible consistent with 
market conditions. Moreover, there is no at- 
tempt by cooperatives to monopolize busi- 
ness. Rather they act as pace-setters and 
stabilizers. 
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The author admits that government pro- 
tection and encouragement have favored the 
growth of farmer cooperatives, especially the 
Capper-Volstead Act and the tax exemption. 
The fundamental answer to the objections 
raised against such protection “is that co- 
operatives can stand on their own feet eco- 
nomically. And they should be judged as if 
they did not need the legal advantages at- 
taching to their form of organization; that is, 
judged on their own merits as efficient busi- 
ness concerns. Indeed, there would be little 
justification for cooperatives if their exist- 
ence depended solely on their special status 
in the eyes of the law.” In its concluding 
paragraph, the article states that coopera- 
tives make an important social contribution 
in setting up a highly democratic form of 
business institution. 


12.2 A Canadian Economist Discusses Co- 
operatives. (Chicago: The National 
Tax Equality Association, Mimeo- 
graphed, pp. 10.) 


This is a condensation (whether by the au- 
thor or the Association is not stated) of the 
testimony of Prof. John L. McDougall of 
Queen’s University before the Canadian 
Royal Commission on the Taxation of Co- 
operatives. 

Dr. McDougall contends that the argu- 
ment of the cooperatives that what appears 
to be profit is not really profit because it can 
be made to disappear at will by reducing 
selling prices or increasing buying prices is 
not sound. Any business possesses this form 
of escape from taxation. 

Furthermore, it is contended that the 
gains of cooperatives can be rightly consid- 
ered a “saving,” a “surplus,” or the “refund 
of a provisional overcharge” only when they 
do not trade in their own name. When a co- 
operative buys outright at one price and re- 
sells at another its gain is properly to be con- 
strued as a profit no matter that its direc- 
tors avoid profit like a plague. The coopera- 
tive dividend is not a refund but a device to 
attract and retain custom for a business en- 
terprise. Nor can the gain of a cooperative 
trading on its own account be attributed 
solely and exclusively to the patronage of its 


members, for such a contention is blind to 
the mutual interdependence of all business. 

In any event, in Canada, says Dr. Mc- 
Dougall, the cooperatives’ tax-free position 
will “in the end be destroyed by the very 
growth which such unparalleled immunity 
from taxation makes possible”’—because the 
state must have reasonable revenues. 


14. RETAILING 
14.1 Bureau of Foreign and Domestic Com- 
merce 


14.1.1 A regional breakdown of chain store 
sales has been inaugurated for the more im- 
portant trades in the industry. This was 
undertaken to provide additional essential 
facts to business for use in evaluating the cur- 
rent situation, and in formulating plans and 
policy determinations in connection with 
possible expansions of existing enterprises 
and the optimum locations of new establish- 
ments. 

The first article on this phase of analysis 
appeared in the October 1945 issue of the 
Survey of Current Business. It presented the 
results of a survey of two important areas of 
chain store trade, namely, grocery including 
combinations, and variety stores. The infor- 
mation in the survey covered the years 1944, 
1939, and 1935 for the nine geographic re- 
gions of the country. 

The sample survey was initiated as a one- 
time project to provide the trade with the 
information desired. Because of the exten- 
sive changes in the economy that are ex- 
pected in the postwar period, however, and 
their impact on the pattern of consumer pur- 
chasing, it may be desirable to attempt an- 
other such study covering the year 1945. 

Analyses based on the results of surveys of 
other trades in the chain store group are in 
the course of preparation. In order to bring 
together in one convenient source the results 
of the extensive studies of the chain store 
industry made by the Department of Com- 
merce, together with other related data, a 
pamphlet on chain store activity is being 
prepared. This will include pertinent sales 
data on 15 kinds of business, interpreted and 
analyzed as related to the various branches 
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of the industry, to total retailing, and to in- 
dependent store sales; the historical back- 
ground of the industry; the methods of col- 
lecting basic data and of determining final 
sales figures; the construction of indexes and 
seasonal factors; and a list of principal chain 
organizations in the various trades. 


14.1.2 A program has been initiated for pro- 
viding reliable current information on for- 
ward commitments, 1.e., orders outstanding in 
the field of retail trade. It consists of collect- 
ing, analyzing, and interpreting information 
on commitments, and stock-sales relation- 
ships provided by a sample group of re- 
tailers in selected trades. 

The analyzed results of the data collected 
will provide basic information for the various 
trades, which can be used by business or- 
ganizations in order to compare their own ac- 
tivity with the trade in general and to guide 
them in projecting future developments in 
their individual trades. 

Initial steps have been taken to secure a 
detailed report by store departments each 
month on orders outstanding, goods on hand, 
and net sales, together with similar informa- 
tion for the corresponding month of the pre- 
vious year. 

Present plans are to cover first the chain 
industry, beginning with variety stores, and 
then covering men’s apparel, women’s ap- 
parel, shoe, and general merchandise stores. 


14.2 Small Business Problems: Record 
Keeping for Small Stores. Senate 
Committee Print No. 2, 79th Con- 
gress, Ist Session. (Washington: Gov- 
ernment Printing Office, 1945, pp. 
94:) 

A new edition of the original volume, 
which was published in 1942. A short section 
on withholding taxes has been added to the 
first printing. 


14.3 Where We Stand and What’s Ahead in 
Food Retailing. Carl W. Dipman. 
(New York: The Progressive Grocer, 
1945, pp. 21.) 


We may expect over a half million of new 
employees in food stores shortly. This poses 
a tremendous training problem. Self-service 


in these stores will expand, but for fresh meat 
it will come more slowly than for other prod- 
ucts. On the other hand, delivery service will 
probably be reinstated by many service 
stores, although it is hard to give a quantita- 
tive estimate of this movement. In contrast, 
says the author, “we do not expect much 
change in the credit situation.” 

The number of food stores is likely to in- 
crease, and also the variety of products they 
handle, with frozen foods and drug sundries 
heading the list. Wholesalers are “‘streamlin- 
ing” their operations, and while the trade 
expects tonnage, if not dollar volume, to re- 
main high, all hands are putting their opera- 
tions on as efficient a basis as possible for 
the competitive period ahead. 


14.4 Formfit Helps Corset Retailers Find 
Way to Greater Profits. Sa/es Man- 
agement, January 1, 1946. 


Formfit Institute was set up two years ago 
by the Formfit Company, manufacturers of 
corsets. More than 800 department and 
specialty stores are now cooperating with the 
Institute to develop impartial facts concern- 
ing corset merchandising. To assure the nec- 
essary, frank interchange of confidential 
data, all facts and information are processed 
and released by a New York business engi- 
neering firm. 

Under this cooperative arrangement, the 
research work has unearthed many very 
valuable facts. It discovered that while 50 
per cent of all purchasers of brassieres know 
the size, style, and brand they want when 
they enter the store, 25 per cent know only 
the size and another 25 per cent literally 
“don’t know anything.” The first group can 
be sold at a selling cost of only 2.1 per cent 
and the second, at a cost of 2.7 per cent, but 
the third group requires complete service at a 
selling cost that averages 11.3 per cent. 

The Institute has made studies of the most 
wanted sizes and styles, in terms of percent- 
ages, and has devised special fixtures that 
adequately expose to view most of these sizes 
and styles. It has also set up special unit 
packages with the size so imprinted on them 
as to impress the information on the custom- 
er’s mind. Tests showed that this program 
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reduced selling costs and customer returns, 
and increased sales per square foot beyond 
anything heretofore achieved. The Institute 
has prepared for its members’ use market 
analyses of corset sales potentials in 177 
individual markets. 


15. TRANSPORTATION 


15.1 Department of Agriculture: Production 
and Marketing Administration 


The Department of Agriculture, trade 
groups, and the railroads are: working to- 
gether in developing a new freight car. Anew 
car, adaptable to all produce, is now being 
built by the Illinois Central Railroad. When 
the car is completed, the Department’s mar- 
keting and transportation experts will co- 
operate with the trade in conducting exten- 
sive tests. 


21. PRICES AND PRICE POLICIES 


21.1 Federal Trade Commission 


A 1,600 page report on resale price main- 
tenance is scheduled to appear as soon as the 
Government Printing Office can handle it. 
The report was prepared for submittal to 
Congress in connection with hearings on a 
Fair Trade bill for the District of Columbia. 
Proponents of the bill asked for its with- 
drawal after attacks by the Federal Trade 
Commission, Department of Justice, and 
consumer groups. 

The Commission recently published its 
31st annual Report, for the fiscal year ended 
June 30, 1945. This is available from the 
Superintendent of Documents for 25 cents. 


22. GENERAL MARKET STATISTICS 
22.1 Bureau of the Census 


22.1.1 In the field of the distribution and 
service trades and businesses, the Bureau of 
the Census has undertaken several new sur- 
veys and has revised existing ones. In retail 
trade, the old 34-state survey has been dis- 
placed by a nation-wide monthly survey of 
sales. First reports on the new basis will be 
obtained covering January sales. Initially, 
results showing sales trend comparisons with 
the previous month and the same month of 


the previous year will be published for some 
40 kinds of business on a nation-wide basis 
and for a few cities. 

As rapidly as the expansion in coverage of 
the survey permits, trend figures will be 
translated to a dollar volume basis and re- 
sults will also be shown for various geo- 
graphic areas—Census region, certain cities, 
and states. A permanent field staff will sup- 
plement the mail operations by means of 
which the survey previously was conducted. 
Reports will be obtained from a designated 
list of establishments, selected in accordance 
with the principles of recently developed sci- 
entific sampling procedure. 

A companion survey will be started in the 
service trades field early this year. The kind 
of information collected and the basis of 
operation will parallel those in the retail 
survey. The survey will be limited to about 
10 kinds of business in the first months, but 
will be expanded as rapidly as possible to all 
important kinds of service businesses. 

During 1946, the Bureau also will continue 
to conduct several surveys which it previ- 
ously had conducted for the War Agencies. 
These include the Quarterly Report of Retail 
and Wholesale Lumber Yard Stocks and Re- 
ceipts, the Canners’ and Preservers’ Monthly 
Report of Production, Stocks, and Move- 
ment of Food Commodities, the Wholesalers’ 
Report of Stocks of Food Commodities, the 
Monthly Report of Coffee Inventories and 
Roastings, and the Quarterly Report of 
Spice Inventories and Deliveries. 


22.1.2 Detailed tabulations are now being 
made of the results of a sample survey of con- 
sumer income which was taken last year to 
cover income received during 1944. 

Statistics will be available on the distribu- 
tion of families and of individuals by total 
income and each specific kind of income, and 
by various characteristics of the individuals 
and families. 

Because of sampling limitations, it will not 
be possible to provide data for specific areas; 
the only area detail to be shown is a classifi- 
cation into urban, rural-nonfarm, and rural- 
farm for the United States as a whole. 


22.1.3 4 consumer income survey will be con- 
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ducted in 1947 for the purpose of collecting 
information on 1946 incomes from a repre- 
sentative sample of households throughout 
the United States, providing the necessary 
funds are made available. 

This survey is designed to provide infor- 
mation regarding consumers and their buy- 
ing power as indicated by the income they 
receive. It will make available comprehen- 
sive information concerning the amount of 
income received from various sources by in- 
dividuals and family groups. 

Information on the number of individuals 
and of families in various income groups is 
naturally of some importance in many types 
of business planning. Such information makes 
it possible to determine shifts in the distribu- 
tion of income in time for producers and 
marketers to adjust their programs as re- 
quired. Income data, which will be made 
available by regions and for industrial and 
occupational groups, will facilitate a more in- 
tensive development of markets in the light 
of available purchasing power. 


22.1.4 Trends in the labor force are under con- 
tinual analysis and their implications for the 
future are being studied. An example is the 
recent release, Series P-45, No. 11, entitled 
“Population and Labor Force Trends in the 
United States.” 

The projections of the normal labor force 
for each year to 1950, as shown in that re- 
lease and in the earlier release P-44, No. 12, 
will be extended to 1960 in order to assist in 
long-range planning. 


22.1.5 The Bureau proposes to expand at 
quarterly intervals the present monthly sur- 
vey of the labor force in order to provide in- 
formation on employment and unemploy- 
ment in individual labor market areas. 

The information obtained will be similar to 
that provided in the monthly surveys, in- 
cluding work status, occupation, industry, 
hours of work, and related facts. Providing 
funds are made available for the fiscal year 
1947, this information will be presented for 
about 50 of the most important metropolitan 
areas and for many of the states. 

It is intended that these surveys will pro- 
vide local information which business men 


making decisions relating to the building of 
new plants, the development of sales outlets, 
and the allocation of marketing efforts, need 
to know about employment conditions in the 
particular areas where they plan to operate. 


22.1.6 A nation-wide sample census of popu- 
lation and housing is planned which will pro- 
vide current information on the distribution 
and characteristics of population, on current 
status of veterans, on housing facilities, labor 
characteristics, and other related subjects. 

Extensive shifts in the population of the 
United States in the last five years have in- 
volved great increases in production centers 
where war goods were manufactured and 
considerable decrease in other sections of the 
country, as well as extensive changes in the 
economic and social characteristics of the in- 
habitants of many areas. 

The sample census will provide informa- 
tion vital to peacetime production planning 
by business and industry for market analyses 
and governmental programs, giving figures 
for most of the states and the larger cities. 
Decisions regarding locations of new plants 
or distribution outlets, estimates of sales 
potentials, and the establishment of adver- 
tising and marketing organizations will be 
greatly aided by the comprehensive figures 
obtained from this census. 


22.1.7 In November 1945 the Bureau of the 
Census obtained as a supplement to the 
November Monthly Report on the Labor 
Force information on the housing character- 
istics of the nation. 

This survey, based on a sample of approxi- 
mately 25,000 households, obtained informa- 
tion for all dwelling units on condition, year 
built, water supply, bathing equipment, 
toilet facilities, electric lighting, central heat- 
ing, and number of rooms. 

For occupied dwelling units, information 
on cooking facilities and radio was obtained, 
and additional data were obtained on 
monthly rent and inclusion of furniture in 
rent for tenant-occupied units. For all vacant 
dwelling units, data on status of vacancy and 
race of intended occupant were obtained. 

This information will be published by the 
Bureau in a series of forthcoming releases. 
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The results of this first housing survey of the 
nation after V-J Day, while based on a sam- 
ple, provide accurate information as to the 
condition of housing and the equipment and 
facilities of homes. The data are available for 
the urban, rural-nonfarm, and rural-farm 
parts of the nation. No distribution of the 
data by areas smaller than the United States 
is available from this survey. 


22.1.8 Highlights of a year during which em- 
phasis was shifted from wartime activities 
to peacetime conversion problems are out- 
lined in the 2945 Annual Report of the 
Bureau of the Census, now available. The re- 
port covers the period from July 1, 1944 to 
June 30, 1945. 

Major developments of the year include 
continued participation in the war statistics 
program, completion of arrangements to con- 
vert war surveys to peacetime uses, publica- 
tion of backlog foreign trade statistics here- 
tofore not available because of security rea- 
sons, participation in formulating the “Basic 
Statistics Program” of the Budget Bureau, 
and the taking of the 1945 Census of Agricul- 
ture. 

The report also covers, in summary form, 
the activities of the subject divisions such as 
population, business, vital statistics, and so 
on. Copies of the report may be secured upon 
request to the Bureau of the Census, Wash- 
ington 25, D. C. 


22.2 Bureau of Labor Statistics 


22.2.1 A Study of City Family Expenditures 
and Savings in 1944 has been completed. 

In 1944, according to the Bureau, it took 
an income of $1,950 after payment of taxes 
for the typical city family of two or more 
persons to “break even.’’ Such families, av- 
eraging 3 persons in size, lived very modestly. 
They had to borrow or draw on previous sav- 
ings to buy war bonds or insurance. A fourth 
of them depended on more than one earner. 

For one person to provide an income of 
$1,950 after taxes, or a total of $2,070, some 
40 hours of work a week for 50 weeks was re- 
quired at $1.03} per hour. Although family 
incomes reached their highest level in history 
in 1944, almost one-quarter of all city fami- 


lies of two or more received net income below 
$1,950. Savings, including war bonds, av- 
eraged Io per cent of income only for families 
receiving $3,000 or more after taxes. 

This study is being published in the 
Monthly Labor Review. 


22.2.2 During the past year, the Bureau has 
developed an index of relative intercity dif- 
ferences in cost of living in 34 large cities. 
This index measures the relative cost of an 
equivalent list of goods and services in the 
various cities, with costs in Washington, 
D. C. at 100. It does not give dollar totals of 
living costs. 

The index makes allowance for important 
local variations due to climate and custom. 
It recognizes two factors of variation among 
cities: first, and most important, the level of 
prices and rents; and second, climatic re- 
quirements. 

The list of goods and their relative impor- 
tance in the index is based on the purchases 
of typical urban families in 1941. These av- 
erage purchases are represented by 175 im- 
portant goods and services for which prices 
are regularly collected by the Bureau. The 
prices of commodities and services used in 
computing the index are for the same specifi- 
cation in every city. In the case of housing, 
the rents apply to 4 and 5 room dwellings 
with standard facilities and with central 
heating in the colder sections of the country. 

The importance given fuel in each city is 
determined on the basis of fuel requirements 
in relation to the length of the cold season, 
and a similar basis is used for the relative 
importance of heavy clothing. The impor- 
tance of light clothing is based on the relation 
between the duration of warm weather and 
the requirements for such clothing. 

The housing component of the index com- 
prises rent, the cost of fuel, utilities, and 
house furnishings. Varying local practices 
with respect to whether rent paid includes 
fuel, the utilities, and furnishings are recog- 
nized in the determination of the average 
cost of housing. 


22.2.3 The Bureau’s regular monthly bulle- 
tin, Construction, will soon include the fol- 
lowing new reports: 
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1. Analysis of the number of new dwelling 
units started, by states, 1940-1944, inclu- 
sive, related to the number of dwelling units 
standing in 1940, as reported by the Census 
of Housing. 

2. Index numbers of changes in wholesale 
prices of construction machinery items, by 
months, from August 1939. Current data 
will appear quarterly in the future. 

3. Indexes of changes in residential rents 
paid by moderate-income families, as shown 
by surveys conducted in 34 large cities by the 
Bureau. These indexes will be presented 
quarterly. 

4. Vacancy rates in selected areas, ob- 
tained from surveys conducted by the Bu- 
reau, at the request of the National Housing 
Agency, will be presented periodically. Gross 
vacancy rates and rates for habitable and 
nonhabitable units will be shown. More com- 
prehensive individual area reports are avail- 
able upon request to the Bureau. 

The rates are based on a sample of privately 
financed residential dwelling units selected 
to represent all sections and types of struc- 
tures in each area, excluding public housing, 
commercial rooming houses, hotels, trailers, 
and tourist cabins 

5. Prevailing wage rates for construction 
workers in selected cities, as determined by 
the Secretray of Labor under the Davis-Ba- 
con Act, are now presented periodically. 

These wage rates, based on data supplied 
by the Wage Determination Section of the 
Office of the Solicitor, United States Depart- 
ment of Labor, cover 75 to 100 selected oc- 
cupations for each city shown. 


22.3 Bureau of Foreign and Domestic Com- 
merce 


A study, Sensitivity of State Income Pay- 
ments to the Nation’s Total, containing a gen- 
eral analysis of the relationship between 
State and Regional changes in income pay- 
ments and those of the nation, is scheduled 
to appear in the Survey of Current Business. 
The results of the analysis are intended to be 
utilized by the business man in conjunction 
with his knowledge of his own industry, its 
relation to other industries, and of the special 


conditions prevailing in the region understudy. 

By the methods developed, it becomes pos- 
sible to determine quantitatively for each 
state the amount of change in its income pay- 
ments that is associated with a given change 
in the national income. Thus, if a fairly ac- 
curate estimate of national activity has been 
determined for any period ahead, on the ba- 
sis of the relationships obtained, one is en- 
abled to project the corresponding purchas- 
ing power of any state. This provides mar- 
keting specialists, advertisers, purchasing 
agents, and others interested in consumer 
buying power with a very useful guide to the 
sales potentialities of a given state or region. 

This article is general in its approach, lay- 
ing the groundwork for more detailed stud- 
ies. While a few typical states were used as 
examples of the types of problems involved, 
no detailed state by state analysis was at- 
tempted. A pamphlet is now in preparation 
in the Bureau, giving a complete state by 
state analysis of the relationships developed, 
with a thorough discussion of varying factors 
involved. 


22.4 Curtis Publishing Company 


The Unprecedented Farm Market (pp. 17) 
is the title of a speech made by Lloyd E. Par- 
tain, Manager of the Commercial Research 
Division, to the Media Men’s Association in 
New York City, to show the tremendous 
size of the farm market and its importance 
to advertisers of all types. 

The main headings of the report deal with: 
(1) economic trends leading to financial se- 
curity in agriculture, (2) population shifts 
and the broadened base of selectivity in the 
overall farm market, (3) production effi- 
ciency and its relation to the improved farm 
market, (4) wants and needs of farm people, 
(5) sales opportunities in the farm field, (6) 
where farm people make their purchases, and 
(7) appeals and media influencing farm fam- 
ily buying. 

Various tables, charts, surveys, and gov- 
ernment information are used to prove the 
vast marketing opportunities being opened 
up by the agricultural trends, and a list of 
source material reviewed is given on the last 


page. 
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These data meet and refute such chal- 
lenging statements as the one that “lack of 
credit,” and “lack of cash”’ are holding back 
the farm buyer. As a matter of fact, farm in- 
come has doubled since 1940, and spendable 
income of farmers for 1945 is estimated at 
about 25.4 billion dollars. 


22.5 Farm Journal and Farmer’s Wife 


County Basic Data Sheets, summarizing 
significant business and economic character- 
istics, are now available for all counties and 
may be purchased as a complete set or in sets 
for individual states. The material is pre- 
pared on the plan and forms provided by the 
Bureau of Foreign and Domestic Commerce, 
which began the series with publication of 
sheets for 323 counties. 


22.6 Mill Supplies 
See 3.1 


22.7 Securities and Exchange Commission 


The Commission recently made public a 
summarization of selected income data for 
registered manufacturing corporations com- 
piled from a number of reports previously re- 
leased by the Survey of American Listed 
Corporations. 

The years covered are 1936-1943, inclu- 
sive, and the data represent totals of all in- 
dividual manufacturing corporations sum- 
marized in these reports. Reported totals 
represent 872 companies in 1936; 972 in 
19373 1,013 in 1938; 1,033 in 1939; 1,055 in 
1940; 1,076 in 1941; 1,090 in 1942 and 1,082 
in 1943. 

Net Sales reported by these corporations 
for the eight years covered were 25 billion 
dollars in 1936, rose to 30 billion in 1937, 
then declined to 24 billion in 1938, recovered 
to 27 billion in 1939, reached 31 billion in 
1940, and then rose sharply to 43 billion in 
1941, $5 billion in 1942 and 71 billion in 
1943. 

Also shown are figures on provisions for 
war and related contingencies out of income, 
net profit before income taxes, income taxes, 
net profits after income taxes, net profits as 
a per cent of net worth, and operating ex- 
penses. 


22.8 A New Population Distort Map. Walter 
P. Burn, Printer’s Ink, November 2, 
1945. 

This magazine has been presenting dis- 
cussions of market explorations in a series 
of articles. An article in the issue of October 
§ dealt with the selection of 618 counties 
which contain 70.6 per cent of the popula- 
tion; within whose boundaries approximately 
go per cent of manufacturing and commercial 
transactions take place. 

In the November 2 article, the same coun- 
ties are shown on a scale proportionate to 
their population. In addition, United States 
possessions and territories as well as the 
Dominion of Canada, its provinces and prin- 
cipal counties, and the northern states of 
the Republic of Mexico are shown for com- 
parison purposes. 


23. MARKET AREA STATISTICS 


23.1 Consumer Analysis of the Greater 
Omaha Market. (Omaha World- 
Herald, 1945, pp. 126.) 


Based on a return of 6,200 questionnaires, 
representing 3 per cent of the families in 
each postal zone in Greater Omaha. Brand 
preferences on over 100 products are shown, 
along with the percentage of users and non- 
users, the percentage of users by four rental 
groups, and the total number of brands. 

Other valuable data on buying habits, 
such as the stores where most of the groceries 
are bought, preference for clerk or self-serv- 
ice, the day on which most of the groceries 
are bought, and so on, are shown. 

Since the methods and coverage of the 
questionnaire are quite similar to those of 
the Milwaukee Consumer Analysis, a con- 
trast between the brand preferences for the 
two cities is now possible. 


23.2 Cleveland Market Data Handbook. 
Howard Whipple Green. (Cleveland: 
Real Property Inventory of Metro- 
politan Cleveland, 1945, pp. 69.) 


This, the 1945 Edition, presents the usual 
comprehensive summary that includes much 
data not elsewhere obtainable. A few selected 
items will give some idea of its unusual scope: 
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thousands of planes and passengers, Cleve- 
land Airport; consumers’ price index for 
moderate income families, 1914-1945; num- 
ber of employees on semi-monthly depart- 
mental payrolls of the City of Cleveland, 
1929-1945; and family units created by new 
construction. 


24. RESEARCH TECHNIQUE 


24.1 Mail Questionnaire as a Research 
Problem. Raymond Franzen and 
Paul F. Lazarsfeld. The Fournal of 
Psychology, October, 1945. 


A great danger in using mail question- 
naires is that the respondents may be a 
biased selection of the original addressees. 
Such questionnaires tend to be answered 
more by the people who are more interested 
in the topic and by those who write with 
more facility. 

However, there are situations where such 
bias is of no practical concern. The bias in 
regard to the characteristics of the re- 
spondents may be such as to have no effect 
upon the replies. Or, while there is a sta- 
tistically “true” difference between mail 
respondents and non-respondents, it may be 
too small to have practical meaning. Or, 
again, selective returns are sometimes de- 
sired. 

Heretofore, differences in the answers ob- 
tained by the two methods (mail and per- 
sonal interview) have been considered a 
demonstration that the mail questionnaire 
respondents were different from the rest of 
the sample. Another explanation could be 
that the different methods of asking the 
same questions (mail vs. face-to-face) leads 
respondents to give different answers. 

To find out whether either or both of 
these factors might not be operative for a 
mail questionnaire survey of a relatively 
homogeneous universe, the subscribers to 
Time magazine, the authors conducted a 
study among a random sample of 3,000 sub- 
scribers. The bulk of the article is devoted 
to a description of the methods employed 
and a detailed analysis of the results of this 
study. 


“In general... it would seem that two 


conclusions can be drawn from this study: 

“1. As to the sample of this universe ob- 
tained by mail questionnaire: Such a sample 
contains several consistent and significant 
biases. Some of these are too small to be 
practically significant, some are irrelevant 
to most survey objectives, and others, such 
as region, city-size, and education can be 
easily overcome by weighting, or by pre- 
senting results separately for the classes 
within these fields. 

“2. As to the answers obtained from the 
same persons by mail and by interview: 
Here it appears that the mail questionnaire 
has an advantage. On cultural subjects, the 
answers obtained by mail are more informa- 
tive and show a freer admission of unusual 
activities or interests. On subjects involving 
buying power, the mail response shows less 
reluctance to divulge information in the 
upper extremes. And far fewer persons refuse 
income information by mail than by inter- 
view—making the mail responses probably 
the more accurate picture of the economic 
worth of such a universe as this.” 


24.2 Magazine vs. Personal Interview Votes 
on the Consumer Jury Advertising 
Test. Lester Guest, Fournal of Ap- 
plied Psychology, October, 1945. 


Two different advertisements for a drug 
product were run side by side in a national 
magazine and the readers were asked to fill 
out a coupon indicating which they thought 
the Setter. A fairly representative sample of 
people were shown the same two advertise- 
ments simultaneously by interviewers, the 
left-right position being alternated, and half 
were asked first which was more interesting 
and then which was the etter, with the order 
of the two questions reversed for the other 
half of the respondents. 

The test showed that the two methods of 
voting—coupon and personal interview— 
gave different results, which might have been 
caused by the fact that the coupon sample 
was not representative. There is a possibility 
that the fixed left and right position of the 
ads in the magazine caused some error, 
which could, however, be balanced out in the 
personal interview method. 
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The wording of the question had an im- 
portant effect on the results, it being likely 
that asking which ad is more interesting, 
rather than which is better, gives a truer 
picture of the respondent as a consumer. 
Moreover, it appears that for some respond- 
ents the answers to a question will be unduly 
influenced by preceding questions and an- 
swers. 


24.3 How New Hampshire Measures Her 
Vacation Business. Andrew M. 
Heath, Printer’s Ink, December 28, 
1945. 

The author describes in considerable de- 
tail how the State Planning and Develop- 
ment Commission of New Hampshire is 
using the tools of market research to ascer- 
tain how much money is spent yearly by 
visiting vacationists. 


24.4 How to Pick a Test Market. Printer’s 
Ink, November 2, 1945. 


This article was prepared in answer to a 
question as to what are specific qualifica- 
tions for a city which is to be used as a test 
market for a food product. A check list of 


fifteen points is presented. This list is based 
on two articles which appeared several years 
ago, one by Frank Coutant and the other 
by Richard Webster. 


24.5 Six Avenues of Inquiry for Practical 
Company Research. Francis J. Jura- 
schek, Sales Management, December 
15, 1945. 

Commercial research, according to the 
author, embraces market research, sales 
analysis, and product analysis. The six 
avenues of inquiry are: customer or market 
research, product analysis, competition, dis- 
tribution, sales analysis, and study of the 
influence of secular trends on the market. 
The last is “probably the largest single fac- 
tor in the whole practice of commercial re- 
search and today many large industrial 
firms have men called ‘economists’ who do 
nothing else.” 


25. MARKETS—SPECIFIC PRODUCTS 


25.1 The Textile Foundation 
Postwar Prospects for American Textiles, 


by Dr. A. M. MclIsaac and associates of 
Princeton University, has been completed, 
for release by Textile Foundation and the 
Textile Research Institute. 

It discusses the competitive position of 
the textile industry in relation to plastics, 
paper, and other industrial products, the 
role of scientific research and technological 
developments, Government regulation, in- 
ternational competition, labor costs and 
labor regulations, raw material prices, in- 
dustrial organization, distribution, and the 
possibilities of overexpansion. 


25.2 Ownership of Household Equipment in 
Relation to Income and Size of Com- 
munity. Monthly Labor Review, De- 
cember, 1945. 


Information is presented on the probable 
demand for household equipment which has 
been off the market during the war. Data 
are given as of December, 1941, on the pro- 
portion of families in different income classes 
whose homes contained modern kitchen, 
cleaning and laundry equipment, radios, 
phonographs, and pianos. These data are 
given for the nation as a whole as well as 
for cities, rural nonfarm, and rural farm 
areas. 


25.3 University of Chicago 
The Relationship by Regions between Feed 
Production and Consumption and Livestock 


Production in the United States. James Lorie. 
Ph.D. Thesis, in Progress. 


26. MISCELLANEOUS 


26.1 Basic Trends of Population and Pur- 
chasing Power. Vergil Reed, Printer’s 
Ink, October 26, 1945. 


Because, as the author points out, mar- 
kets are people with money to spend—and 
the desire to spend it—it is important that 
marketing men know the characteristics, 
composition, distribution, concentration and 
purchasing power of the people. Information 
as to population characteristics and trends 
is given by Dr. Reed, and its significance 
from a marketing standpoint is indicated. 

The article is divided into two sections, 
namely, Population Trends and Likely Post- 
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war Purchasing Power. The population 
trends which the author discusses are: 
. Emigration exceeds immigration. 
. National birth rate is gradually falling. 
. Increase in the number of families and 
a decline in family size. 
. Rapid growth of suburban areas, but 
decrease in corporate city populations. 
. New importance of farm markets. 
. Opportunities in the service and dis- 
tribution industries. 
. Aging population. 

In the second section the author makes 
the following points: 

1. With the high prevailing wages and 
the enormous accumulation of savings, the 
present purchasing power of our population 
is unquestioned. 

2. The value of the output per man-hour 
has increased during the war, and this in- 
crease will show up even to better advantage 
after greater selectivity of employees be- 
comes possible. Assuming that the wage 
earner gets his fair share of this increase, 
this gain should do much to prevent a large 
drop in earnings. 

3. The liquid savings (which do not in- 
clude corporate savings) reached great 
heights. 

4. There has been a shift in the ownership 
of these savings. In 1941, two-thirds be- 
longed to those making over $5,000 a year. 
About one-half now belong to those earning 
under $5,000 a year. However, but a small 
portion is owned by those with incomes un- 
der $2,000. 

5. There has been a change also in the dis- 
tribution of income. About one-third of our 
families had incomes under $1,000 in 1939, 
but only one-tenth in 1945. In 1939, 4 per 
cent of our families had incomes over $5,000, 
but in 1945 almost 9 per cent fell in this 
group. In 1939 almost 8 per cent of the fami- 
lies had incomes between $3,000 and $5,000 
whereas, in 1945, 18 per cent had incomes 
in this bracket. 

6. It should not be assumed that any 
certain portion of savings will be spent in the 
postwar period. Their main value is to serve 
as a cushion. 


7. There is every reason to believe that 


those persons earning more than $2,000 a 
year will work hard to retain their new 
standard of living. 

8. Consumer and farm credit are very 
low, which means that greater purchasing 
power is available. 


26.2 Gross National Product Projections. 
Edwin B. George. (New York: Dun’s 
Review, Reprints of a series of three 
articles appearing in March, May 
and June, 1945 issues.) 


After a “background” discussion which 
presents components of national product 
and national income for several recent years, 
the author presents 13 independent postwar 
projections of gross national product at 
full employment, shows their areas of agree- 
ment and disagreement, and recasts them 
“on a common basis.” The final article dis- 
cusses the measurement of the labor force 
in 1950. 


26.3 Model-Building and Fiscal Policy. Al- 
bert G. Hart, American Economic 
Review, September, 1945. 


Many recent attempts have been made to 
forecast postwar demand by studies of 
models of the American economy, showing 
in varying detail the probable magnitude 
of activity in its various sectors. All of 
these models are equilibrium positions of 
static relationships, usually based on studies 
of income elasticities of segments of the 
economy. 

The general defects of such systems are 
obvious, but some authors try to use their 
models to illustrate effects of different gov- 
ernment fiscal policies without pointing out 
the shortcomings of their mechanisms. 

The most important of the technical de- 
fects are: confusion of impact effects of eco- 
nomic changes with long-run effects; inade- 
quate recognition of cumulative factors; un- 
deremphasis on elements which tend to 
generate fluctuations; and formulation in 
terms which make it hard to try variant 
assumptions and confront them with sta- 
tistical evidence. 

Mr. Hart analyzes crucial faults in the 
most important of these model studies and 
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shows other defects in the models that are 
substantially inherent in the method itself, 
for example, underemphasis on intangibles. 
He goes on to suggest patching up these 
static systems with additional variables, 
but he does not propose a fully dynamic 
type of model. Growth trends are shown to 
be a part of some static models but are 
clearly not sufficient in themselves to make 
dynamic models. The author emphasizes 
the importance in these forecasts of fluctua- 
tions of economic variables, especially for 
the purposes of fiscal policy. 

It is shown that the conclusions drawn 
so far from such models are far from being 
definitive although they are of strategic 
importance for fiscal policy. An appendix 
shows some computations relevant to gov- 
ernment spending policy under alternative 
assumptions of “multiplier” effects of capital 
expenditure. 


26.4 United States Employment Service 


Training Within Industry, whose five-year 
existence makes it one of the oldest wartime 
government agencies, has issued a narrative 
account of its work with more than 16,000 
war plants and services which resulted in the 
awarding of more than 1,750,000 certificates 
to supervisors. The report tells ‘the story of 


how the organization was set up, how its 
programs were developed and operated, how 
the plant managers had to be sold on using 
the techniques, the mistakes that were made 
and the improvements that evolved, and the 
results that came about, in a 300-page ac- 
count of what TWI itself learned about in- 
plant training as a production tool. 

It attempts to give, in impersonal form, 
a frank, factual, and human account of the 
narrative story of the days in which it con- 
tributed to the production of war goods and 
services through management techniques for 
showing supervisors how to get skilled work 
from inexperienced people quickly, and 
labored incessantly to convince management 
that the training of men is a major function 
of management. The account is drawn from 
operating records which are now in the Na- 
tional Archives. 

The Training Within Industry Unit be- 
came widely known for its 4-step method 
(printed on pocket cards) which formed the 
backbone of the programs. Each was de- 
veloped along a common pattern—first, dem- 
onstration of the particular 4-step method, 
then individual practice in use of the method 
by each member on one of his own problems. 
(Available from the Superintendent of Docu- 
ments, 50 cents a copy, 25 per cent discount 
on orders of 100 or more.) 
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Business LEADERSHIP IN THE LARGE Cor- 
PORATION, by Robert Aaron Gordon. 
(Washington: Brookings Institution, 1945. 
Pp. xiv, 369. $3.00.) 

Adam Smith’s “Invisible Hand” is pre- 
sumed to guide the flow of our human and 
natural resources into channels which maxi- 
mize our economic welfare. This book is an 
analysis of the imperfect human instruments 
which carry out the orders of the ghostly 
guide. The study is limited to the leadership 
function in “the giant corporation, which 
has in many respects become the dominant 
type of business enterprise in the United 
States.” The supporting data are taken 
from the operations of those corporations 
with assets in excess of $50 million, around 
the year 1935. 

The author is rather severe in scolding 
the economist for the unrealistic assumptions 
made in the classical analysis of the entre- 
preneur’s function, but this interesting sur- 
vey reminds us that these assumptions are 
not so much unreal as overly simplified. 
We need to be reminded that “It is unreal 
to assume that business leadership is noth- 
ing more than a clearly defined channel 
through which the impersonal market forces 
of supply and demand work out their pre- 
ordained results.” 


After a careful definition of business 
leadership, the author spends the major 
portion of his time on the distribution of 
the leadership function among the various 
inside management groups and the outside 
interest groups. A liberal sprinkling of case 
studies, from articles in Fortune magazine 
and the files of the Harvard Graduate 
School of Business Administration, as well 
as the five foot bookshelf of the T.N.E.C., 
makes for interesting reading and undeniable 
evidence of the complexity of the problem. 
No easy organization chart can describe the 
great variety of distributions of responsi- 
bility which characterize our giant corpora- 
tions. Generalizations are dangerous, al- 
though it seems clear that there is a strong 
trend toward the professionalization of 
business leadership. 

The leadership function is examined in 
its various manifestations, from the stock- 
holders to the lower levels of middle manage- 
ment. The board of directors, per se, has de- 
clined in importance, although the influence 
of individual directors may be as powerful 
as it is hard to measure. The recent book by 
John Calhoun Baker, Directors and Their 
Functions, is a good companion piece to read 
with the publication under review. The giant 
corporation evidently calls for leadership 
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by group action—the ubiquitous committee 
—rather than by stroke of genius in the in- 
dividual. The loss in brilliance is compen- 
sated by the reduction in mistakes. There 
is still room for the individual who is chief 
executive, but his prime function becomes 
one of coordinating the complex activities 
of the large corporation. 

Leadership shades off into influence, hence 
some attention is given to the role of various 
interest groups in affecting the major deci- 
sions of the company leadership. The rela- 
tive influence of bankers has been declining 
while the influence of labor is rising. When 
the number of suppliers or customers is 
small, they can no longer be treated as an 
amorphous, impersonal mass in the market. 
The government has taken various negative 
and positive roles in business leadership 
(from the ill-fated N.R.A. experience to 
more recent wartime seizures and opera- 
tions). 

The last third of the book, which covers 
incentives and the professionalization of 
business leadership, casts some doubt on 
financial incentives as the most effective 
device for inviting the maximum effort. 
Perhaps the emphasis on data for 1935 may 
be responsible for the conclusion that se- 
curity and stability of income is more im- 
portant to our business leaders than spirit 
of adventure and the possibility of a rich 
reward. The author admits his limitations 
in appraising the non-financial incentives 
which attract leadership talent, but he right- 
fully emphasizes their importance in any 
approach to the problem of effective guid- 
ance for social as well as economic welfare. 
We need this type of analysis as we enter 
the postwar era. 

Ricuarp L. Koze.ka 
University of Minnesota 


Directors AND THEIR Functions, by John 
Calhoun Baker. (Boston, Massachusetts: 
Harvard Business School, 1945. Pp. 138. 
$2.50.) 

This is a preliminary study of a neglected 
factor in business organization. In the post- 
war world, the directors will have to pull 
their weight if the private corporation is to 


defend its position as an effective organism 
serving the public interest. 

The author studied the current practices 
and opinions concerning the operation of 
boards of directors of many American in- 
dustrial corporations. He collected his data 
by correspondence, interviews, and study 
of the minute books. His findings are as 
diverse as the personalities and special prob- 
lems involved, and he shows proper caution 
about broad generalizations or any magic 
formula for drawing an ideal board of di- 
rectors. Nevertheless, he has set forth an in- 
teresting picture of several significant trends. 
His four case studies, covering the American 
Tobacco Company, the Climax Molybdenum 
Company, the General Foods Corporation, 
and the Standard Oil Company of New 
Jersey, illustrate the wide variation in 
practice. 

The author suggests three aspects of the 
complex background of the corporation prob- 
lem which more than justify this examina- 
tion of the directors’ functions: “The separa- 
tion of ownership from management, the 
growing social significance of the corpora- 
tion, the emerging concept of trusteeship” 
(p. 2). This last aspect is most intriguing 
but still lies largely in the future, judging 
by the paucity of evidence unearthed by 
the author. 

Within the limits of this short treatise, 
the author has presented a revealing pic- 
ture of the contributions which a director 
can make, as a member of the board through 
his discerning questions, and as an indi- 
vidual, through his availability for consul- 
tation as an elder statesman, or by reason 
of his special competence. The importance 
of strict separation of the executive function 
from the director’s function is properly 
emphasized. The pros and cons of “‘inside”’ 
vs. “outside” directors are examined and 
well illustrated in the four case studies, 
with the expected conclusions that “‘it de- 
pends.” A separate chapter is devoted to 
the board chairman, showing his impor- 
tance as a leader of the board and special 
scout for executive timber, instead of a 
harmless, superannuated discard from the 
battle of management. 
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The growing realization of the broader 
scope of directors’ functions is shown by 
the author’s report of an increasing reluc- 
tance of many men to accept directorships. 
They realize that the problem is vastly more 
important than merely the protection of 
stockholders and their interests, or the spe- 
cial advantages of top management. “It is 
the reconciliation of private enterprise with 
the smooth functioning of a democratic so- 
ciety with justice to all groups; stockholders, 
executives, employees, creditors, customers 
and the public” (p. 138). This calls for quali- 
ties of trusteeship akin to statesmanship. 

Ricuarp L. Koze.ka 
University of Minnesota 


THE PATTERNING OF LISTENER ATTITUDES 
Towarp Rapio Broapcasts, by John 
Gray Peatman and Tore Hallonquist. 
(Palo Alto, Calif.: Stanford University 
Press, 1945. Pp. 58. $1.75.) 

This monograph presents a very detailed 
analysis of the reactions of a laboratory audi- 
ence to a radio variety program. The Lazars- 
feld-Stanton “Program Analyzer” was used 
as the basis for recording individual listener 
attitudes of likes, dislikes, and indifferences. 

Instead of securing a pattern of listener 
attitudes by time intervals only, the re- 
searchers divided the program into major 
and minor program units and correlated 
individual reactions with each program unit. 
Units were established on the basis of 
changes in the character of the program 
such as music, dialogue, commercial. 

Correlations of individual attitudes with 
program units permitted the authors to de- 
termine the degree to which program mate- 
rial of the same general character developed 
similar attitude patterns among the same 
or different persons. It was found that 
listener patterns tended to cluster around 
program units that were similar in character. 
It was also found that in the variety pro- 
gram analyzed there was no single mood es- 
tablished among listeners, but rather that 
moods fluctuated with changes in major 
program units. 

The study is to be commended on the 
grounds that it brings a further refinement 


to the techniques of testing listener reactions 
to radio programs and thus further encour- 
ages the development of programs with in- 
creased audience appeal. However, the re- 
port is heavily statistical in nature and con- 
clusions and recommendations are either 
absent or incomplete. 

Perhaps if less emphasis had been placed 
on reporting statistical techniques and their 
verification, and more on the human factors 
involved, the report would be used by more 
program managers. The authors apparently 
made no attempt to check into the cultural 
and economic patterns of the audience and 
correlate these with program likes and dis- 
likes. Some attention might also have been 
given to attitudes toward quality of pro- 
gram rendition as well as to the character 
of program units. 

Results of the analysis of a variety pro- 
gram might well raise the question as to 
whether a program designed to capture a 
mass, and hence heterogeneous, audience 
should be discouraged and encouragement 
given to building programs for homogeneous 
groups. This factor was hinted at by the 
authors but unfortunately not developed. 
Perhaps further detailed studies such as 
this will provide answers to many perplexing 
problems of the radio program manager. 

C. H. SANDAGE 
Miami University 


Devetopinc MARKETABLE Propucts, by 
Ben Nash. (New York: McGraw-Hill, 
1945. Pp. xii, 404. $5.00.) 

The stated purpose of this book is to 
help “To generate unprecedented and con- 
tinuous consumption of mass-production 
commodities.”” The author believes that the 
mass production problem is already solved, 
but that unless the articles produced con- 
tain an inherent marketability there is little 
promise of profit to the producer. He seeks, 
therefore, to act as interpreter in discover- 
ing the vital influences which must be con- 
sidered in order to achieve successful mar- 
keting. 

The book is organized on the basis of 
a “Development-for-marketing-cycle” which 
is presented in ten “phases’’: 
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Initiation of the Project. 

Marketing Objectives. 
Development-project Elements. 
Clarification of the Requirements and 
Their Interpretation into Specifica- 
tions. 

Executing the Project. 

. Checking the Project Results. 

. Pretesting Marketability. 

. Relating the Project to the Marketing 

Program. 

. Follow-up of the Marketing Results. 
. Marketing Influences and New De- 
velopments. 

Each “phase” is concerned with a group 
of “considerations.” A “consideration” is 
defined as: “Any influence, either physical 
or psychological, favorable or unfavorable, 
which affects the development, production, 
or marketing of a product or its packaging.” 

In reading the chapters which treat these 
“phases” and “considerations,” one is sure 
to be impressed with the wealth of illustra- 
tive detail presented by the author, and 
with his skill in selecting highly appropriate 
examples to make his point clear. Pictures 
of many familiar products are used, and the 
story behind their development is told in 
an interesting manner. 

It is hard to visualize an industrialist 
reading this book with a high degree of in- 
terest, however, despite its many desirable 
attributes. Perhaps this results from the at- 
tempt to cover a very wide field in the space 
of 384 pages of text. The author recognizes 
this difficulty when he says, “It would be 
impossible to lay down, within the limits of 
one volume, particularized rules and pro- 
cedures for the development of the myriad 
products that are to be made and marketed. 
Here are presented only underlying prin- 
ciples and experiences which can be adapted 
to the varying demands of the individual 
manufacturer.” 

Still, the book might have been made more 
effective—and more valuable to the manu- 
facturer with a product development prob- 
lem—if three or four well-selected case his- 
tories had been presented, portraying in 
detail just how consumer acceptance had 
been achieved for a new or re-designed 
product. 


SIA FEPH 


Lome) 


I 


A lack of balance, or an appropriate em- 
phasis, provides a further deterrent to reader 
interest. For example, the author says, ‘‘Re- 
member, the consumer is king; therefore, 
the consideration of the consumer’s point of 
view should be given special attention in 
order to further marketability.” Any alert 
producer will recognize this truism. Yet, 
only one chapter of 15 pages, located near 
the end of the book, is specifically devoted 
to this topic; while 35 pages are devoted to 
a rather technical analysis of color. 

Again, some of the figures are poorly pre- 
pared to attract or hold the reader’s atten- 
tion. A case in point is Figure 59a, describing 
the studies needed by a manufacturer prior 
to a capital investment in the production 
and marketing of a new consumer product. 
This figure is crowded onto five pages in 
such a way that it is most difficult to read 
and invites omission of it by the reader; yet 
this is probably one of the features of great- 
est intrinsic value to the industrialist. 

In the preface, the author says that he 
was requested to organize a university course 
entitled “‘Designing Products and Packaging 
for Marketing.’’ Upon completing the read- 
ing of this book, the man with a product or 
packaging problem will undoubtedly ap- 
praise it as a “college text”’ rather than as 
a practical guide to an immediate industrial 
problem. This is unfortunate, since the vol- 
ume has high potential value in the business 
world—a value which can be realized if the 
contents of the present edition are culled 
and reorganized with a view toward satisfy- 
ing the needs of the audience to which the 
book is purportedly addressed. 

Cuar_es J. Marsx 
San Francisco, California 


Boston CONFERENCE ON DISTRIBUTION, 
1945, sponsored by the Boston Retail 
Trade Board. (Boston, Massachusetts: 
Boston Chamber of Commerce, 1945. 
Pp. 87. $3-75-) 

This seventeenth annual report of the 
“National Forum for Problems of Distribu- 
tion” is a useful contribution to the litera- 
ture in the field of marketing. The subjects 
discussed are timely, and the speakers pre- 
sent their views in authoritative tones. It 
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is impossible to do justice to the many ex- 
cellent papers in the report in the space al- 
lotted to this review. There are 14 papers 
devoted to the various aspects of marketing 
organization, policy, and practice, and five 
dealing with “Price Trends in the Period 
Ahead.” 

This reviewer feels that he will have done 
the greatest service if he can, by calling the 
attention of the readers of THE JOURNAL to 
the report, persuade them to read the en- 
tire list of articles. One does not, obviously, 
have to agree with all that is said in the 
various papers even though one believes 
that the articles should be widely read. 

“The Road Ahead for American Busi- 
ness,” by Walter D. Fuller, of the Curtis 
Publishing Co., is interesting and challeng- 
ing. Mr. Fuller emphasizes the importance 
of improvements in production upon our 
standard of living and shows the important 
place of effective marketing practice in 
bringing about and in maintaining a high 
level of well-being. One wonders, however, 
if the American public will be motivated 
by exhortation ‘‘to do” because “all the 
world is watching America.” There is likely 
to be difference of opinion as to why other 
peoples may be watching America. 

Most of us here believe strongly in the 
“American Way,” but do we all give the 
same interpretation or definition to the 
term? There are many different views as 
to why we won over our enemies. “We” 
were many and of diverse political and eco- 
nomic views. We dislike to think what might 
have happened if our adversaries had pos- 
sessed as large man power and natural and 
financial resources as the United Nations. 
Another caution is with regard to assuming 
too large a portion of the cause for final vic- 
tory to ourselves and too little to our as- 
sociates. 

The section on “Distribution Tomorrow: 
Some Predictions,” by C. F. Phillips, is 
down to earth and reasonable, well worth 
reading. T. B. Freeman’s discussion of the 
future position of wholesaling presents a 
good statement of the economic importance 
of the wholesaler and what he needs to do 
in order to maintain his place in our market- 
ing organization. Some of the generalizations 


of Mr. A. Edwin Fein, General Manager, 
Research Corporation of America, need to 
be read with some reservation, however. 
One may question the significance of his 
opinion that 250 billion dollars of national 
income was lost in the 1930’s. 

It is doubtful if we need to argue about the 
value of full employment. Probably every- 
one is for full employment, as everyone is 
against sin. The difference of opinion is 
great, however, when we start a discussion 
on how to secure and maintain full employ- 
ment. Can it be that the “cure might be 
worse than the disease”? The maintenance 
of wages at war time levels for shorter 
hours might mean higher costs. High wages 
in themselves do not necessarily bring higher 
purchasing power; the purchasing power 
theory needs to be examined carefully. 

Post war distribution costs are handled 
in a realistic manner by Q. Forrest Walker 
of R. H. Macy & Co. The marketing man- 
ager will need in the future, as in the past, 
to give a great deal of time and effort to 
ways and means of reducing costs or to 
prevent costs from rising unduly. Malcolm P. 
McNair presents an excellent report on “‘Dis- 
tribution Costs—Will They Rise?” He points 
out that cost reductions in the past have 
been secured through vertical integration 
and by transferring certain functions to 
consumers. He believes these methods will 
be effective in the future. 

Many other interesting articles, viz. ‘‘Free- 
dom of the Press,” by Kent Cooper of the 
Associated Press; ““The Expanding Market,” 
by Honorable John W. Snyder; ‘“Contribu- 
tions of Chemical Research to Consumer 
Goods,” by Dr. D. H. Powers of the Mon- 
santo Company; and ‘“‘Wartime Science and 
American Business,” by Gerald Wendt of 
Time, Inc., are presented. They are well 
worth reading. 

“Price Making as a Democratic Objec- 
tive,” by Paul Cohn, President, City Stores 
Company, points out some of the practical 
problems met in price determination—its 
relation, for example, to taxation, national 
income, cycles, turnover, and costs. Compe- 
tition in a free market has its effects! 

The general topic “Price Trends in the 
Period Ahead,” was discussed under differ- 
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ent headings, government controls of raw 
materials, money and fiscal policies, inter- 
national conditions, and industrial prices, 
by such well known men as W. W. Cumber- 
land, New York banker, Dr. L. H. Haney, 
Dr. John H. Williams, G. Haberler, and Dr. 
H. G. Moulton. These articles stress the 
important influence the respective subjects 
exert in the field of marketing, particularly 
with reference to policy and practice. Each 
article is well worth careful reading. 

J. Freeman Py te 
University of Maryland 


EssENTIALS OF SELLING, by the Sales Ex- 
ecutive Club of Rochester, edited by 
Charles W. Lewis. (New York: Prentice- 
Hall, 1945. Pp. xiv, 274. $2.80.) 


Despite the fact that each of the twenty- 
two chapters of Essentials of Selling is written 
by a different author, the book as a whole 
has been so carefully edited as to provide 
complete unity. It is a rare cooperative ef- 
fort, remarkably free from duplication, yet 
extensive in the field covered and completely 
coherent. It is source material. Little refer- 
ence is made to standard treatises. Each 
author develops his own conclusions from 
his practical experience in sales management. 

Rochester is the home of a wide variety 
of industries faced by virtually the whole 
gamut of marketing problems. The various 
chapters have been written by capable repre- 
sentatives of such companies as International 
Business Machines, the Rochester Times- 
Union, Hickey-Freeman, Eastman Kodak, 
Stromberg-Carlson, the Bausch & Lomb 
Optical Company, the Folmer-Graflex Cor- 
poration, the Todd Company, Taylor Instru- 
ment, and many others. Representatives of 
the more widely known companies, like 
good sports, tend to assume responsibility 
for presenting the more troublesome topics. 

The authors of the chapters demonstrate 
a commendable willingness to write inde- 
pendently of tradition. A salesman is de- 
fined and described. Buying motives are 
discussed less conventionally than is usual, 
and there is a chapter on “Canvassing for 
Prospects.” The sales approach, presenta- 
tation, the problem of “objections,” and 


closing the sale are discussed. The obliga- 
tions to be met in “repeating,” together 
with advertising, sales helps, tests, displays, 
and sales letters are emphasized. The closing 
chapters stress the importance of sales 
meetings, financing of orders, service, pub- 
lic relations, law, morale building, and sales 
records. A small bibliography covers one 
page, more as an endorsement than as an 
index of usage. 

The body of thought as to essentials of 
selling brings out the practical operating 
man’s view. The salesman, possessing listed 
and standard abilities, has an obligation to 
industry; mass producers need the convinc- 
ing salesman. It is emphasized that “people 
want satisfaction, not things.” This gives 
modern selling a psychological approach 
worth understanding. The value of adver- 
tising as an aid to salesmen is well pre- 
sented in a chapter which includes four pages 
of product trade marks reproduced to em- 
phasize such aid. 

It must be said, however, that this re- 
viewer, after 30 years of selling and sales 
management, would be more appreciative 
of facts. The several chapters in Essentials 
of Selling are well done, but they might be 
rated as the peppery enthusiasms of the less 
reflective. Yet, it should not be overlooked 
that salesmen seldom are analytical stu- 
dents; nor are sales managers. These dis- 
cussions deal with concepts common to men 
in action. Again it is stressed, these ideas and 
ideals are source material. They originate 
from the soil of actual field selling. They are 
“essentials of selling.” 

Gienn N. Merry 
New York University 


Business JOURNALISM—ITs FUNCTION AND 
Future, by Julien Elfenbein. (New York: 
Harper & Brothers, 1945. Pp. 333. $4.00.) 


Few business books in recent years have 
presented so many facts, and near facts, with 
so little plan, or touched upon so many sub- 
jects as Business Journalism. There is no 
hesitation in answering such perennial ques- 
tions as, What is news?; What is circulation?; 
What is advertising?; What are the qualifi- 
cations of a reporter?; and a score of others. 
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The answers are the author’s, and any ques- 
tions of accuracy are waived aside, as by 
final authority. The appropriateness of the 
subject to be included under the general 
title never disturbs Mr. Elfenbein, and defi- 
nitions are made up on the way. 

Even the difficult classification of business 
magazines, which authors have struggled 
with for years until a fairly satisfactory one 
has been evolved, is swept aside like the 
cigarette ashes falling on one’s vest. “There 
are as many ‘kinds’ of business papers as 
there are ‘kinds’ of human effort in the 
struggle for existence”.... “All business 
papers are ‘technical’ papers; all business 
papers are ‘industrial’ papers; all business 
papers are ‘trade’ papers,” says Mr. Elfen- 
bein. Yet a few pages farther on (pages 
22-23), he enumerates six different ways to 
classify them. 

The purpose of Business Fournalism seems 
to be to make readers appreciate the business 
papers, the business paper publishers, and 
all those who work at making business pa- 
pers, as they should be appreciated—a little 
lower than the angels. They are the ones 
who are to reduce marketing costs, says 
Elfenbein. Then he proceeds to detail the 
qualifications of the principal functionaries 
who publish business papers. 

The editor comes first. He must be able 
to read and digest 14 current, listed publica- 
tions, most, but not all of them, business 
papers. He must undertake the leadership of 
editors, both local and national. He must 
belong to and take an active part in “many 
organizations, institutions, and _associa- 
tions,’ must serve on governmental ad- 
visory committees, must take an active 
part in the charitable activities of the or- 
ganizations to which he belongs, and must 
accept speaking assignments of these vari- 
ous organizations. He must keep abreast of 
the “economic writers, authors, and _lec- 
turers in general fields of knowledge,” and 
must read and appraise many new books 
on economics and world affairs. He will at- 
tend lunches of Io different business organi- 
zations (all listed) and keep in touch with his 
paper’s advertisers, calling upon them with 
some regularity “because they expect it.” 


Then, although Mr. Elfenbein fails to 
mention it, the editor is supposed to get out 
his own publication regularly. Of the 1,500 
or more business publications, fully 70 per 
cent have at most an editor, an assistant 
editor, and a secretary to arrange and get 
in the editorial matter, read and correct the 
proof, make-up, and supervise the printing 
of the publication. The elaborate program 
of business and social activities outlined 
above for an editor who is seldom paid more 
than $500 a month seems a little incongru- 
ous, to state it with moderation. 

The duties and qualifications of other 
officers of the business are also given in de- 
tail and are about the same in extent as 
those given for the editor. Very little is said, 
however, about how the advertising sales 
manager, as Mr. Elfenbein rightly calls 
him, can round up enough advertising so 
that the publisher can always be sure of 
meeting his printing bills; and pay roll is 
passed over so hastily that this reviewer 
missed it entirely, if it is there. 

Another problem common to business 
paper publishers is the division line between 
advertising matter and editorial content. 
For example, a style magazine is offered a 
news story by an advertiser. Readers would 
be interested. They might be interested as 
possible customers. Should such “‘news”’ be 
accepted as news, or should it be relegated 
to the advertising pages. With Mr. Elfen- 
bein’s facility for disposing of that which is 
difficult at once, and taking only a little 
time to accomplish the impossible, it is 
disappointing tha: he left this one without 
adequate attention. 

As a handbook for a new publisher, or 
even for one of considerable experience, 
Business Fournalism covers most activities 
from correcting manuscript to paying con- 
tributors. Snatches of history inside the 
field of journalism and in allied endeavor 
are numerous and often illuminating. The 
extent to which quotations are used, all 
carefully, even meticulously, documented, 
makes the reader wonder how they could 
all be remembered, and brought in at the 
propitious moment. Latin, Greek, and 
French words are used in profusion and give 
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the book at least an atmosphere of scholar- 
ship. 

Early business publications are reviewed 
and some accounts related of their struggles 
to survive, although there is no claim for 
historical coverage of the field. The same 
kind of data is presented for publishers and 
editors, a surprising number of whom Mr. 
Elfenbein seems to have known. A limited 
sketch is given of English and German busi- 
ness papers, and there are brief descriptions 
of the various press associations of the 
United States and a few words of how they 
have grown up. But to use this as a text- 
book in schools of journalism, as the author 
and publisher had hoped, seems to the re- 
viewer to anticipate more than the book 
merits. 

Hucu E. AcNew 
Ohio State University 


SALESMEN FOR Tomorrow, by David R. 
Osborne. (New York: Harper & Brothers, 
1945. Pp. xv, 225. $3.00.) 

Dave Osborne’s authority to expound on 
the selection and training of salesmen will 
be disputed by no one who knows him and 
his record. For many years he has served as 
Training Director for the Studebaker Cor- 
poration. He was a co-founder and early 
president (perhaps the first) of the National 
Society of Sales Training Executives. He 
has been a familiar and respected figure at 
all gatherings of people interested in im- 
proving the efficiency and well-being of 
salesmen. His professional stature is fully 
as commanding as his physical stature. 

His is not a complete textbook on sales 
management. Furthermore, few sales man- 
agers will buy it solely for its two chapters 
on Selecting Salesmen, for this topic has been 
treated far more fully by others. Mr. Os- 
borne touches on it because it has a direct 
bearing, through the type of salesman 
chosen, on the training program. 

But the ten chapters on Training Sales- 
men will repay the effort of any sales man- 
ager to read them carefully. Not that it is 

n “effort” to read this book. Quite the con- 
trary. Its style is informal and conversa- 
tional, although some sentences require a 


second reading to clarify their meaning. It is 
broken up typographically into easily masti- 
cated paragraphs. Plenty of subheads are 
inserted to aid the reader. 

Mr. Osborne’s philosophy of sales train- 
ing is comprehensive. ‘Anything that aims 
at his salesmen’s growth and development 
is a key point in the sales manager’s personal 
objective.” The methods he advocates are 
in line with the best educational practice. 
“It can hardly be emphasized too strongly 
that the object of modern training is not to 
try to stuff salesmen with capsuled tonics, 
but rather to help them reason out for them- 
selves the most workable procedures for 
taking control of the factors that determine 
success or failure.”” His standards for the 
sales trainer are exacting. “If the pupil has 
not learned, the instructor has not taught.” 

He does not invest the problem of sales 
training with trappings of academic psycho- 
logical terminology, nor does he accept the 
pseudo-science common in this field. Sales- 
manship should be built upon a foundation 
which is uncomplicated but strong. Mr. 
Osborne’s entire treatment is, to use his 
own words, “as practical as suspenders’’; 
yet, there is little with which a university 
professor can quarrel. 

Several unique and valuable contributions 
characterize this exposition. First, sound 
analogies are drawn between training sales- 
men and training young men for military 
service. Mr. Osborne has studied carefully 
the methods used by the Army in its inten- 
sive training courses and discovers therein 
numerous ideas which the sales manager 
might well adopt or adapt to his purpose. 

Another analogy packed with significance 
is that between training salesmen and train- 
ing workers in industry. Here also tremen- 
dous strides were made during the war when 
the pressure for greater production was felt 
in every shop. In the meantime, the training 
of salesmen virtually ceased. Sales managers 
are convincingly counseled to investigate 
these methods now and profit from using 
them. Suggestions are explicit and detailed. 

A third unique feature of this little book 
is the chapter dealing with the problem of 
how to sell your own salesmen the idea of 
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accepting and using the training opportuni- 
ties offered them. He has some extremely 
practical and concrete solutions. A fourth 
feature is the clever check list at the end of 
each chapter, by means of which the sales 
manager may check up on his own practices 
and measure them by the standards pre- 
sented in the chapter he has just read. 

Mr. Osborne shares the concern of many 
marketing students over the lack of en- 
thusiasm for a selling career being exhibited 
by young men today. But any doubting 
young Thomas would be converted by read- 
ing the three opening chapters designed to 
sell the reader on the important role to be 
played by salesmen in the postwar world 
and to impress the sales manager with the 
importance of giving those salesmen the very 
best training available. 

The book contains no bibliography. Long, 
direct quotations are presented freely with- 
out identifying their authors; but, whether 
genuine or fictitious, they are interesting. 
Some lapses in proof-reading hit the reader 
at intervals, but they are no more common 
than in many books produced under current 
conditions. 

Here is a book that is down-to-earth, yet 
idealistic. It is aimed not only at producing 
salesmen who will sell more, but at making 
salesmen more satisfied with their work. It 
is of value to the man responsible for only 
half a dozen salesmen, as well as to the sales 
manager with hundreds of men under him. 
To anyone interested in helping salesmen 
to attain the best of which they are capable, 
it is a source of information and inspiration. 

Frep A. RusseE.i 
University of Illinois 


Price AND RELATED CONTROLS IN THE 
Unitep States, by Seymour E. Harris. 
(New York: McGraw-Hill Book Co., 1945. 
Pp. xvii, 392. $4.00.) 


Seymour Harris was well equipped to 
make this review of price control, both be- 
cause of a long interest in economic phe- 
nomena of this kind and because of his oper- 
ational contact with the problems while 
Director of the Office of Export-Import 
Price Control during 1942-1943. He worked 


closely with the Henderson-Galbraith group 
in OPA during the policy forming days and 
so speaks with the authority of first hand 
expetience. 

Now that the war is over, the book seems 
somewhat dated and incomplete. It must 
soon be supplemented by a similar study 
beyond the early months of 1944 to the end 
of the war and into the postwar period. Per- 
haps few of the conclusions will be modified 
until the date of relaxation of controls. How- 
ever, it will be informative to have equally 
precise studies, for example, of price move- 
ments as rationing was discontinued. 

The book is divided into seven parts, the 
titles of which indicate the scope of the 
work. They are: Introduction and Sum- 
mary; General Aspects of Price Control; 
Techniques; Some Case Studies; Special 
Problems; Related Controls; and The Fu- 
ture of Controls. Many readers may not 
choose to go beyond the Introduction and 
Summary for it presents much of Harris’ 
philosophy concerning control, together with 
the most important items concerning the 
success of the American experiments. 

While the section on “Other Controls’’ is 
short and general in nature, it does make 
clear that there is inevitable interplay be- 
tween such things as rationing, wage and 
manpower control, direct control of supply 
and demand, subsidies, and prices and 
their control. 

The major conclusions of the book, to- 
gether with some comments on them, are as 
follows: 

1. Price control has worked. The data are 
impressive, even though most of them are 
well known to students of the matter. One 
might wish that Harris or someone could 
discover a way to give more weight to prod- 
uct change during World War II in compari- 
son to World War I; for some have suggested 
(without objective proof) that if this factor 
were measured, there might prove to have 
been as much price advance this time as 
last. 

2. Despite the widespread control of 
prices, production has advanced very rap- 
idly. It hardly needs to be pointed out, of 
course, that production of civilian goods did 
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not advance rapidly, but did well to hold 
even or advance a little. Prices of things 
made for the Government were not con- 
trolled but were set by negotiation, the 
major purpose of which was to get large 
supplies. 

3. Although there was a greater potential- 
ity for price rise in World War II than in 
World War I, prices actually did not rise 
so much. Price control is not alone respon- 
sible for this favorable result, for rationing, 
fiscal policy, and savings all worked to this 
end. 

4. Wholesale prices seem to have been 
held in line more effectively here than 
abroad, but retail prices and cost of living 
have not. While retail food prices have been 
held down much better here than in World 
War I, they have not been held as well here 
as abroad. This, it may be pointed out, is 
perhaps largely the result of pressure from 
the agricultural bloc for favorable prices of 
farm products which has resulted, even with 
subsidies, in a rise in retail food prices. 
Most of this rise took place, of course, be- 
fore food was put under price control. In 
this connection it seems hard to harmonize 
Chart 5, page 9, with Table 5, page 17. 

5. Prices of controlled commodities have 
risen less than prices of uncontrolled com- 
modities. One would hope so. Before the 
General Maximum Price Regulation, metal 
prices, most of which were under control, 
rose only 11 per cent, whereas farm prices, 
which were largely uncontrolled, rose 71 per 
cent. Even food prices were controllable 
once the opportunity was given. 

6. Price control has saved the government 
and consumers a great deal of money. Here 
the author hedges himself fairly well, but 
even so it seems to the present reviewer that 
not enough is known about the net effect 
of price and wage controls on consumer pur- 
chasing power. The better distribution of 
goods to which the author refers may have 
been due quite as much to rationing as to 
price control. 

7. Any program which increases supplies 
or reduces demand supplements price con- 
trol and facilitates the task of the price ad- 
ministrator. The present reviewer recalls 


the long discussions between OPA and the 
Office of Civilian Supply in 1942 as to 
whether or not price control could possibly 
be maintained without rationing on a much 
wider front, and whether with rationing, 
price control would be necessary. No gen- 
eral, definitive answer was ever reached, 
each case being wrangled over at length. 

8. There were several circumstances that 
worked against effective price control. These 
included the necessity of wage increases to 
get an adequate labor force, the deteriora- 
tion of products, and the widespread use of 
exemptions for various reasons of strategy 
in the war effort. 

g. Profit figures suggest that the OPA was 
not entirely successful. This point seems not 
so well made as many. Total corporate 
profits after taxes rose only to the 1929 
level in dollars in spite of the expansion of 
industry and some inflation of prices. To be 
sure, corporate earnings before taxes were 
permitted to rise as a convenient way of 
collecting government revenue, and there 
was a substantial rise in the net above 1939. 
The share of the total national income going 
to ownership seems, however, to have de- 
clined. 

10. Political pressures tend to inflate 
prices. Representatives of every industry 
brought pressure on Congress and the Ad- 
ministration to consider that particular in- 
dustry as an exception, letting prices of its 
commodities rise while those of other in- 
dustries were held down. That is inevitable 
in a democracy. On the whole, however, it 
certainly is fair to say that the pressures 
were strongly resisted and price control 
did work pretty well. 

This account of the complexities of price 
control in war time should be read and re- 
read by anyone who is tempted to suggest 
any degree of price control in peace time. 
Surely it will tend to sober one’s thinking 
and dampen one’s enthusiasm. 

Ro.tanp S. VAILE 
University of Minnesota 


Price FLexiBILiry AND EmpLoyMENT, 
Cowles Commission Monograph Number 
Eight, by Oscar Lange. (Bloomington, 
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Indiana: The Principia Press, Inc., 1944. 

Pp. ix, 114. $2.00.) 

It has been a common belief that reduc- 
tion of output and employment on the down- 
swing of the business cycle is the result of 
price inflexibility, that if wages and other 
prices fell freely to compensate for decreased 
demand, the same quantity of labor and 
commodities could be sold as before. In this 
view, similarly, over-saving and limitation 
of investment opportunities could not occur 
if factor prices and interest rates were flexible. 

This orthodox theory should have been a 
cause of embarrassment to one segment of 
the marketing profession, for one of the 
objectives of manufacturers’ merchandising 
activities is price stability, and various stud- 
ies have shown that branded merchandise 
does indeed decline in price less rapidly than 
unbranded items. More significantly, long- 
run flexibility of most prices and of wages 
has appeared to have been the chief stabi- 
lizing factor in our economy during the 
period extending from 1845 to 1914; hence 
price flexibility became universally recog- 
nized as a canon of economic policy. 

Professor Lange demonstrates that it is 
only under very special conditions that price 
flexibility results in automatic restoration 
of equilibrium. These conditions require a 
combination of “‘such responsiveness of the 
monetary system and such elasticities of 
price expectations as produce a positive 
monetary effect, sensitivity of intertemporal 
substitution to changes in interest rates (if 
the positive monetary effect leads to a 
change in the demand for securities rather 
than to a direct change in the demand for 
commodities), absence of highly specialized 
factors, with demand and supply dependent 
on strongly elastic price expectations, and 
finally, absence of oligopolistic or oligopson- 
istic rigidities of output and input.” 

The core of this complicated set of condi- 
tions is the “monetary effect.” This refers 
to the general attitude of the community in 
wanting to hold cash balances. The mone- 
tary effect is positive if, with a proportional 
fall in all prices, there is desire to reduce 
cash balances and substitute goods for 
money. Then the increased demand {for the 


wanted goods causes their prices to rise, or 
to fall less than the price of the underem- 
ployed factor, so the underemployed factor 
is used more, and is substituted for other 
factors, thus reducing the degree of under- 
employment. 

It is possible, however, for a general de- 
cline in prices to result in still greater de- 
clines, and in greater instability, if the com- 
munity wants to increase its cash balances, 
and substitutes money for goods. In this 
case the monetary effect is said to be 
negative. 

From these basic propositions, Professor 
Lange traces through the effects of price 
expectations, uncertainty, imperfect com- 
petition, international trade, changes in the 
propensity to consume, capital accumula- 
tion, and innovations, arriving at the state- 
ment quoted above summarizing the con- 
ditions under which price flexibility may 
act as a stabilizing force. 

The remedy for economic instability, ac- 
cording to Lange’s analysis, involves as a 
first condition monetary management such 
that any increase in the real demand for 
cash balances associated with falling prices 
is met by an even larger increase in the quan- 
tity of money. But the positive monetary 
effect so produced may still be insufficient, 
if it results merely in a fall in interest rates. 
In this case, the demand for commodities 
must be directly stimulated by consumer 
subsidies or public investment. And _ if 
this government spending is blanketed or 
thwarted by oligopolistic and oligopsonistic 
business groups preventing a multiplier ef- 
fect, then to be effective either the govern- 
ment spending must be enormous or the 
conditions making for oligopoly and oligop- 
sony must be changed by new rules of pub- 
lic policy or by socialization of those in- 
dustries. Finally, under such conditions, the 
price of one important commodity, such 
as labor, should be directly fixed, for much 
the same reason as the price of gold is fixed 
under a gold standard. 

The empirical validity of Lange’s proposi- 
tion that stability of output and employment 
resulting from price adjustment exists only 
in partial equilibrium theory has, of course, 
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been amply demonstrated. In TNEC Mono- 
graph Number 27, by Willard Thorp and 
Walter F. Crowder; for example, it was 
shown that there was no relationship be- 
tween the fluctuations in output of various 
industries and the magnitude of price 
change. 

The logic pressing towards the recommen- 
dation for socialization of some industries 
and direct wage fixing is not, however, in- 
exorable; and, in the opinion of this reviewer, 
Professor Lange and others might well ex- 
plore further the means of strengthening the 
stabilizing forces that have previously been 
effective (that is, means of maintaining the 
propensity to consume and the marginal 
productivity of investment goods at a high 
level), and the nature of the changes in 
rules of public policy necessary to permit 
reasonable government expenditures to exert 
a sufficient stabilizing effect. 


E. R. Hawkins 
Washington, D. C. 


Price Contro. anp Business, Cowles 
Commission Monograph Number Nine, 
by George Katona. (Bloomington, In- 
diana: The Principia Press, Inc., 1945. Pp. 
xi, 246. $3.00.) 

The businessman’s reactions to price con- 
trol are illuminatingly revealed by this re- 
port of the results of interviews with 528 
firms in the Chicago area. The book gets off 
to a slow start because of the author’s ap- 
parent fascination with survey techniques, 
now an old story to marketing students. The 
first three chapters on method might well 
have been put in an appendix. 

There should be a conspicuous statement 
near the beginning, however, that the inter- 
views were based on open-question inter- 
view guides. Such a statement would serve 
as an explanation of the depth of the re- 
sponses, the difficulties of tabulation which 
are sometimes apparent, and the difficulty 
the reader finds in getting a balanced quan- 
titative conclusion from the study. 

One fairly clear conclusion that emerges 
with a quantitative measure is that illegal 
price increases were frequent and wide- 
spread, especially in furs, liquor, millinery, 


meat, produce, and, before May 1943, in 
groceries. It is a tribute to the interviewers 
and the survey procedure that they were 
able to secure such information from busi- 
nessmen. Moreover, the reasons for price 
violations are made reasonably clear, al- 
though no one cause was dominant. As be- 
tween different lines of business, the degree 
of compliance appears to have depended 
on the type of regulation, rationing, the 
market structure, demand and supply con- 
ditions, and “attitudes.” 

A very close correspondence between 
attitudes towards price control and com- 
pliance was revealed. About one-fourth of 
the businessmen interviewed were hostile 
to price control—an attitude based chiefly 
on a feeling about the fairness of the regula- 
tions in their fields and on a short-run view 
of their own positions in the market. The 
volume of business done or the profits 
earned apparently had little to do with 
attitudes towards price control or compli- 
ance; nor was size of firm significant in 
affecting attitudes. 

The importance of the type of regulation 
is shown clearly in the case of the retail 
grocery trade. Prior to May 1943, grocery 
price controls were confusing, some items 
being held at March 1942 levels, some being 
uncontrolled, and others being under di- 
verse price formulas. Only three retail 
grocers out of 34 interviewed in that period 
felt that price regulations were being ob- 
served. After dollar-and-cent ceilings and 
mark up regulations were imposed in May 
1943, it was reported that 90 per cent of 
the grocers complied go per cent. 

Some findings not directly concerned with 
price control are also reported. It was stated, 
for example, that practically all business- 
men interviewed found the WPB inventory 
control (L-219) so liberal that it rarely af- 
fected their actions. In regard to allocation 
of scarce goods by manufacturers, it was 
reported that in the summer of 1943 the 
most common method among apparel and 
furniture manufacturers was allocation to 
customers in proportion to their past pur- 
chases. This is the same result for these 
lines as was indicated by the Department 
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of Commerce study, “Distribution of Scarce 
Goods,” published in September 1943, and 
the later WPB study, neither of which is 
referred to in the book under review. The 
discussion of causes of business discontinu- 
ances (pp. 193-194) show, as did the earlier 
Department of Commerce study, “Small Re- 
tail Store Mortality,” that the most com- 
mon causes for liquidation were preference 
for other employment and induction into 
military service. 

E. R. Hawkins 
Washington, D. C. 


Books REcEIVED 


International Investment and Domestic Welfare, by Nor- 
man S. Buchanan. (New York: Henry Holt and Com- 
pany, 1945. Pp. xvi, 249. $2.75.) 

Professor Buchanan has prepared one of the best of 
the recent stream of books on foreign trade and inter- 
national economic relations. It is a scholarly study, evi- 
dencing a thorough acquaintance with economic theory 
respecting investment, capital accumulation, and for- 
eign trade; yet his analysis is presented in language 
understandable to any educated reader. He devotes 
careful attention to the specific economic and political 
facts and problems of the day, proceeding beyond the- 
ory to concrete proposals for a national policy. 

The book is divided into two parts. Part One presents 
an analysis of the problems of economic reconstruction 
and industrialization in war torn countries. Part Two is 
devoted to a study of the United States in its economic 
relationships to these countries. There is an extensive 
exploration of the effect upon all concerned of a program 
of U. S. assistance to other nations. Particular attention, 
of course, is centered upon the years following the com- 
pletion of the immediate postwar United Nations relief 
program, 

The conclusions reached are much too complex to be 
stated fully and accurately here. In general, however, 
emphasis is placed upon our own fulfillment of a full 
employment program as the best kind of economic as- 
sistance for all. U. S. loans of moderate size may be 
helpful when the proceeds are devoted toward projects 
economically sound enough to earn the means of repay- 
ment. Any loan program, however, or any real revival 
of trade, requires our acceptance of foreign goods and 
services on a larger scale. 

This is a peculiarly good time to make tariff adjust- 
ments (except in agriculture) before reconversion is fully 
completed (so that jobs and investments lead to de- 
fensive protests) and before there is a full readjustment 
of prices to the cost and demand changes created by 
years of war. Foreign purchase of strategic materials 
not possessed here, or of materials to replace those 
drained away by war, would give great economic assist- 
ance without creating the serious political and economic 
problems arising from large scale loans. 


The Incidence of Excess Profits Taxation, by Marion 
Hamilton Gillim. (New York: Columbia University 
Press, 1945. Pp. 179. $2.75.) 

A substantial portion of federal tax receipts has lately 
come from a corporate excess profits tax; yet little has 
been written concerning the incidence and possible 
shifting of this tax. The present volume provides a re- 
view of the published articles bearing on the subject and 
undertakes a comprehensive deductive analysis based on 
economic theory. 

The effect of the tax is considered under conditions of 
pure competition and under monopoly or oligopoly. The 
effect of a long term as opposed to a short term tax, 
the effect of proportional versus progressive rates, and 
the effect over brief and extended periods are ap- 
praised at great length in the book’s major chapters. The 
conclusion is reached that price changes may be ex- 
pected from the levying of an excess profits tax unless 
ten stated conditions are fulfilled. The conditions are 
so broad as to force a decision that a shifting of at least 
part of the tax would be general. 


National Power and the Structure of Foreign Trade, by 
Albert O. Hirschman. (Berkeley, California: Uni- 
versity of California Press, 1945. Pp. xiv, 170. $3.00.) 
Most of us are so accustomed to thinking of national 

economic policy in terms of programs to increase the 
standard of living of the people that a book such as this 
comes as something of a shock. For all that we may have 
read of German economic policies, and despite the 
greater emphasis upon national power to be found in the 
writings of some (particularly continental) economists, 
it is hard to adjust oneself to the idea that a nation’s 
military might rather than the satisfaction of the wants 
of its people could, or would, be used to serve as the 
basis for a well rounded economic program. 

Mr. Hirschman starts his book on just that note. His 
analysis of every phase of international economic rela- 
tionships is reweighed with the question, “Does the 
continuance of this activity in this way contribute to 
the military power of the nation?” By limiting himself 
almost entirely to the study of economic relationships 
between governments or between the citizens or enter- 
prises of different nations, he is able to cover the ground 
in 70 pages. These contain not only an exploration of 
economic theory but a summarization of Nazi economic 
policies as a basis of comparison. 

The Nazi policies form a pattern almost as unified 
and comprehensive as those set up in theory, and sug- 
gest the desirability of someone’s exploring domestic 
economic policies based on power as the ultimate goal. 
Current reviews of Nazi domestic policies have not 
presented them in terms of economic theory or in the 
form of an economic system. 

The second and longest section of Mr. Hirschman’s 
book is composed of three “statistical inquiries into the 
structure of world trade.” They are meant to comple- 
ment the earlier material; but they add relatively little. 


International Trade and Domestic Employment, by Cal- 
vin B. Hoover. (New York: McGraw-Hill, 1945. Pp. 


xii, 177. $1.75.) 
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The fifth in the series of studies prepared for the Com- 
mittee for Economic Development undertakes to ap- 
praise the United States position with respect to inter- 
national trade and to present an appropriate program 
of public policy. Discussion of a series of specific current 
issues makes up the bulk of the book. 

These issues include the International Monetary 
Fund, international loans and investments, cartels, 
trade agreements, Lend-Lease, the merchant marine, and 
our new war-expanded industries. The resolution of all 
of these issues flows from the first chapter’s conclusions 
as to the role this country must play in the international 
trade of the future. At the conclusion, therefore, a con- 
sistent and fairly comprehensive program may be set 
forth. 

The key to future policy may be stated simply: all 
peoples must have the right to raw materials; trade bar- 
riers have been an important cause of war; few nations 
are so self-sufficient that they can maintain a modern 
economy in isolation; the principle of maximum indi- 
vidual freedom requires a maximum avoidance of con- 
trols; speed of advance of standards of living requires the 
freest possible trade. 

Starting from this base, the program for the United 
States takes form. Emphasis is given by evidence of the 
tremendous economic power residing here, so that Amer- 
ican cooperation, in fact, American leadership, is essen- 
tial. The author cautions, however, that a real freedom 
of trade cannot be expected unless the nations learn 
somehow to maintain approximately full employment. 
The tendency towards self-protection in the face of de- 
pression conditions is most powerful. 

The author has presented his material so clearly that 
his book makes easy reading. There is full recognition 
and extensive discussion of the practical economic and 
political obstacles to achievement of the program set 


forth. 


Postwar Fiscal Requirements—Federal, State and Local, 
by Lewis H. Kimmel and Associates. (Washington, 
D. C.: The Brookings Institution, 1945. Pp. 166. 
$2.00.) 


The authors present carefully documented estimates 
of government expenditures during the fiscal year 1948- 
1949. If these estimates materialize, $33,520,000,000 
will be required to pay government bills after the transi- 
tion from a war to a peace economy has been completed, 
provided that prices are about at the 1943 or early 1944 
level. This total will be spent by the various government 
units as follows: federal, $22,312,000,000; state, 
#4,426,000,000; local, $6,782,000,000. An additional 
$1,955,000,000 will be required for social security pay- 
ments. No allowance is made for debt reduction. 

The estimates of total expenditures are arrived at by 
adding together the estimates of the costs of the indi- 
vidual functions of each type of governmental unit. 
Maximum, minimum, and probable costs of each func- 
tion are estimated in the various chapters of the book. 
The range of the maximum and minimum estimates of 
total expenditures is from $37,846,000,000 to $29,333,- 
000,000. The chief items of increased government ex- 
penditures for 1949 as compared to 1940 are to be found 


in federal expenditures for national defense, interest on 
public debt, promotion of economic development, and 
veterans benefits. 


World Economic Survey, 1942-1944, by the Economic, 
Financial, and Transit Staff of the League of Na- 
tions. (New York: Columbia University Press, 1945. 
Pp. 299. $3.00 paper.) 

The League of Nations staff surveys of world eco. 
nomic conditions have become standard sources of in- 
formation to research men. The present volume is par- 
ticularly valuable for the volume of statistics made avail- 
able concerning economic trends in the years of keenest 
wartime strain. The data are necessarily less compre- 
hensive than in prewar years, but a surprising amount 
has been included even with respect to Germany and 
German-occupied areas and Japan. 

The major subject headings include: a general survey 
of economic conditions, by nations; production (raw 
materials, foods, and manufactured goods); consump- 
tion and rationing; finance and banking; price move- 
ments and control; international trade; and transpor- 
tation. Scores of tables and diagrams lend weight to 
the written analysis. 

Perhaps the most remarkable finding reported is the 
statement that the analysis of economic developments 
in 1943 and 1944 reveals continuous relative stability. 
Economic mobilization had everywhere reached its 
peak, and production and prices remained relatively 
constant, not only among neutrals but among the bel- 
ligerents on both sides. Almost equally noteworthy is the 
finding that the U. S., Canada, and South Africa, alone 
among the belligerents, seem to have provided their 
war output through expanded total production rather 
than through restricted private consumption. 


Debtor and Creditor Countries: 1938, 1944, by Cleona 
Lewis. (Washington: The Brookings Institution, 
1945. Pp. 99. $.75 paper.) 

This pamphlet is but a chapter of a forthcoming com- 
prehensive study of the foreign investment position of 
the United States after the war. Because of the current 
pertinence of the data which has been gathered on the 
total debtor and creditor conditions of the many na- 
tions, this much of the final book is published in ad- 
vance. 

The author has evidently made a prolonged effort to 
obtain all available information concerning international 
investments of every type. Long term capital invest- 
ments are added to short term bank credits and foreign 
exchange holdings. Fifty pages of tables show the 
amounts owed by individuals or governments in each 
country to those in each other nation. It is hardly likely 
that the compilation is complete or that appropriate 
values are placed on all the investments (¢.g., the British 
held Mexican railway bonds). The general outline of 
international financial relationships, however, seems to 
have been established. 

Some of the most striking sections describe the con- 
version of the United States from a creditor to a net 
debtor nation during the course of the war, the very 
sharp decline in the net creditor position of Great 
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Britain, and the new creditor status of India and Pales- 
tine. 


Bretton Woods: Clues to a Monetary Mystery, by Carlyle 
Morgan. (Boston, Massachusetts: World Peace 
Foundation, 1945. Pp. 138. $.50 cloth; $.25 paper.) 
During these months when the International Mone- 

tary Fund and the International Bank for Reconstruc- 
tion and Development are being set up, this brief book, 
competently written for laymen by a member of the 
editorial staff of the Christian Science Monitor, should 
find wide favor. At the time the book was written, these 
institutions were provided for in the “Bretton Woods 
Agreements.” Mr. Morgan states an effective case for 
these proposals in view of the background of interna- 
tional financial problems of the 1930’s and the chaos 
resulting from the war. The social and political signifi- 
cance of such international institutions is given special 
consideration. 

The Bretton Woods proposals are presented by the 
author as a compromise between British and American 
interests. Objections and alternatives receive full atten- 
tion, and excerpts from the “Proposals Approved by 
the Administrative Committee of the American 
Bankers’ Association” are reproduced in an appendix. 
Summaries of the Bretton Woods Agreements, a chapter 
of facts (presented in question and answer form) and a 
bibliography add to the value of the book. 


Fiber to Fabric, by M. D. Potter. (New York: Gregg 

Publishing Co., 1945. Pp. 314. $2.00.) 

This is a simplified presentation of the subject of tex- 
tiles: fibers, yarns, cloth, and textile products. There is a 
discussion of the qualities of fibers, of the techniques of 
spinning, weaving, finishing and dyeing, and of the 
proper care of fabrics. All types of materials are consid- 
ered, but emphasis is placed primarily on the character- 
istics of each fiber under specified conditions of manu- 
facture and use. 

The sub-title “A Textbook on Textiles for the Con- 
sumer” and the Preface indicate the author’s primary 
concern with the program for consumer education. It 
is equally likely that the book will be used primarily for 
store training of sales personnel. 


World Policing and the Constitution, by James Grafton 
Rogers. (Boston, Mass.: World Peace Foundation, 

1935. Pp. 123. $.50 cloth; $.25 paper.) 

The question of authorizing a representative of the 
United States to bind this country to the use of force 
(if that is necessary to world peace) by his participation 
in the work of a United Nations Organization was being 
debated at length when this little book was written. 
The issue has subsided temporarily, but it will almost 
certainly be revived. When it is, Mr. Rogers’ book will 
contribute materially to sensible discussion. 

Four major questions are raised and discussed: 1. 
What did the writers of the Constitution intend when 
they dealt with the control of our relations with other 
countries, peaceably or by force? 2, What have the 
courts and others concluded as to the control respec- 
tively of the President and the Congress over foreign 


affairs and the use of our armed forces abroad? 3. What 
has been the history of the power of Congress to “‘de- 
clare war”? and 4. What has our practice revealed as to 
the powers of the President in the use of force to ac- 
complish national aims without a declaration of war? 

The research undertaken with regard to these four 
points has yielded most interesting results. There is 
much to be learned of American history in the author's 
relatively few pages. His conclusions are difficult to 
present without adding all of the qualifications; but it 
is quite clear that the President does and must have 
wide and exclusive powers in the conduct of our foreign 
relations. Use of them in following out policies represen- 
tative of the popular will often has made necessary ex- 
ecutive direction to the armed forces to take action. 
The courts have not limited this power. 

Congress, on the other hand, does possess authority 
in many ways (e.g., appropriations) to prevent our 
commitment to large scale conflicts, but the progress 
of international disputes has been slow enough for the 
temper of Congress and the people to be clear before 
irrevocable military action has been directed. Formal 
“declarations of war” have been only formalities which 
are employed when major conflicts are imminent or have 
already gotten under way. 


The E-R-N Mark-up Calculator, by Allen W. Rucker 
and Frederick H. Nickels. (Cambridge, Mass.: The 
Eddy-Rucker-Nickels Co., 1945. Pp. 165. $2.50.) 
Retail executives charged with setting or checking 

selling prices established on the basis of given mark-up 

patterns may find this pocket manual handy. Some 81 

tables contain the data whereby the correct selling price 

for any item costing from one cent to $1,000 may be set 
on the basis of mark-ups on cost varying by 1/10 of one 
per cent from 30.0 per cent of cost to 110.9 per cent. 

The presence of mark-ups expressed as a per cent of 
selling price on every table showing mark-ups as a per 
cent of cost facilitate finding of correct conversions. 
This is especially helpful when the selling price and the 
mark-up as a per cent of selling price are known and the 
problem is to find the appropriate purchase or cost price 
for new merchandise. MPR 580 makes such a manual 
as this especially useful today, although it may regu- 
larly prove useful as a means of saving longer and some- 
times erroneous pencil calculations or as a means of 
avoiding resort to a calculating machine. 

The illustrations in the first few pages demonstrate 
the simple way to use the tables. A conversion table of 
costs per dozen to costs per unit on the basis of varying 
purchase discounts from the dozen price is given at the 
end. The publisher is the Eddy-Rucker-Nickels Co., 
management counsel, of Harvard Square, Cambridge, 
Massachusetts. 


Sampling Statistics and Applications, by James G. 
Smith and Acheson J. Duncan. (New York: McGraw- 
Hill, 1945. Pp. 498. $4.00.) 

This text is not concerned with the practical problems 
of taking samples in the field and interpreting the results 
derived from them. It is a presentation of certain as- 
pects of modern probability theory as applied by Stu- 
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dent, Fisher, Neyman, and E. S. Pearson to the deriva- 
tion of theoretical sampling distributions. 

The first third of the book is devoted to the general 
theory of frequency curves. The Gram-Charlier system 
is well described, but the Pearsonian system receives 
rather inadequate treatment. The second third of the 
book is devoted to the general theory of random sam- 
pling distributions in the case of normal populations, 
including an account of the Neyman-Pearson theory 
of statistical estimation and a derivation of the ¢ dis- 
tribution. The last third deals with somewhat more com- 
plicated problems of distribution theory, including that 
of joint sampling fluctuations of mean and standard 
deviation in the case of a normal population. 

Adequacy of treatment, and the level of mathematical 
preparation required, vary greatly throughout the book. 
Certainly the reader who does not come equipped with 
elementary calculus and a knowledge of gamma and 
beta functions will find himself at a disadvantage. 


The Netherlands and the United States, by B. H. M. 
Viekke. (Boston: World Peace Foundation, 1945. Pp. 
96. $.50 cloth; $.25 paper.) 

Early in his pamphlet, Mr. Viekke comments that it 
is curious how little the people of the United States and 
of the Netherlands know one another, this despite the 
fact that we have had for years a most extensive and 
flourishing trade and despite heavy Netherlands’ in- 
vestments in American industry and trade. 


The relations between the two countries have always 
been amicable, to the point that no mention of diplo- 
matic exchanges occurs even in texts on U. S. foreign 
policy. In light of our similar convictions respecting 
democracy, in the light of our similar prosperity and 
high standards of living, it seems particularly desirable 
to go out of our way to be better acquainted. 

This is the purpose of the pamphlet. It is achieved 
by a brief review of the highlights of Dutch history and 
of Netherlands’ contacts with the United States. The 
Dutch colonies in the Caribbean and in the East Indies 
are described. Cultural and trade and investment rela- 
tionships are pointed out, but the main part of the 
pamphlet is given over to a description of the Nether- 
lands’ postwar political and economic problems. The 
problems ot the East Indies will be particularly difficult 
of solution economically as a result of U. S. development 
of substitutes for crude rubber and quinine, which were 
of great importance to the area. The political difficulties 
there are already being aired. 

The Netherlands itself has suffered very severe losses 
as a result of double invasion and occupation. The loss 
must be counted not only in wartime physical destru- 
tion but in terms of the vast increase in debt, the loss of 
foreign markets to other countries, and the internal 
political uneasiness. In the midst of these things, the 
Netherlands is looking to its neighbors among the small 
nations and to France, Britain, and the United States 
for cooperation in developing plans for the restoration 
of economic and political stability. 
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Boston Conference—May 15-17 


The New England Chapter will sponsor 
the first full-scale National Conference of 
the American Marketing Association to be 
held since the Chicago Chapter ran its very 
successful conference in the fall of 1944. 
This meeting was originally scheduled for 
the spring of 1945 but had to be postponed 
because of wartime travel restrictions. 

The personnel of the Conference Com- 
mittee was announced in the January issue 
of the JourNAL, but since that time William 
Applebaum of Economy Grocery Stores has 
replaced George W. Bruce as General Chair- 
man because Mr. Bruce is now located in 
Springfield, Massachusetts. 

The Program Committee has planned a 
most interesting series of meetings which 
should prove of great value to A.M.A. 
members, and a large attendance is antici- 
pated. May 15 will be devoted to an all- 
day meeting of officers, directors, committee 
chairmen, and chapter officers. 

The general outline of the program on 
May 16 and 17 is as follows: 

Thursday morning will be devoted to an 
analysis of the marketing climate with par- 
ticular emphasis on business, labor, and legis- 
lative restrictions on a free market. 

The luncheon meeting will deal with the 
foreign trade outlook and its significance to 
the American market. In the afternoon, the 
general topic will be organization for market 
research, which is to be divided into three 
parts: 

(1) Organization arrangements for mar- 

keting research. 

(2) Marketing research budgets. 

(3) Management attitude towards mar- 

keting research and use of research 
findings. 


The dinner meeting will be addressed by 
some individual of national prominence. 

Friday morning will start out with three 
breakfast meetings running concurrently. 
The following topics will be discussed. 

(1) Developments in marketing instruc- 

tion. 

(2) Current developments in consumer 

panels. 

(3) Budgetary control of sales. 

The morning session will be devoted to 
channels of distribution, with one presenta- 
tion focused on consumer products followed 
by another on industrial products. The 
luncheon meeting, which is planned to last 
well into the afternoon, will consist of two 
well-known speakers who will debate post- 
war pricing policy with particular reference 
to the problem of high versus low prices. 

The New England Chapter plans three 
special features in connection with the May 
Conference. In the first place, there will be 
a chapter dinner and evening meeting on 
Wednesday, May 15, to which all A.M.A. 
members and their guests who arrive by 
that time are cordially invited. Secondly, 
there will be a substantial number of exhi- 
bitions of the services and materials avail- 
able from various organizations of market- 
ing specialists. Finally, it is planned that 
the proceedings of the first day of the con- 
ference will be processed and available for 
distribution on the second day, and that 
the proceedings of the second day will be 
processed immediately and distributed by 
mail within the following week. 

All members should have received by this 
time a notice of the conference and a hotel 
reservation form. It is very important that 
hotel reservations be made directly with the 
hotel well in advance of the meeting dates. 
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Please be sure to identify your request as a 
member of A.M.A. if you do not use the 
regular hotel reservation form. 


Historical Note on NAMT 


Professor G. B. Hotchkiss contributes in- 
teresting information on the history of the 
National Association of Marketing Teachers 
in a letter to the Secretary: 

“T note that on the membership certificate 
of the American Marketing Association just 
received the date of my membership as given 
as 1925; also, that the beginning date of the 
National Association of Marketing Teachers 
is given as 1920. In the interests of historical 
accuracy I must take exception to both 
these dates. 

“The parenthetical statement that the 
original organization was in IgI§ is correct. 
I was one of the founders of the National 
Association of Teachers of Advertising, as 
it was then called, one of the six original 
directors, and the first Secretary. Dr. Walter 
Dill Scott was the first President, Paul T. 
Cherington the first Vice President, and 
Martin Pierce the first Treasurer. J. B. 
Powell and Hugh Agnew were the other 
directors. 

“You say there was little continuous ac- 
tivity until 1920. Are you forgetting that 
there was a war that enlisted the time and 
energy of most of us during 1918 and extend- 
ing into 1919, and nearly all such organiza- 
tions were similarly inactive? No elections 
of officers were held in 1918 or IgIg. 

“Cherington had become President, but, 
like Scott and myself, was among the many 
teachers of Marketing in Government ser- 
vice in Washington. He offered his resigna- 
tion orally, but as Secretary I had no author- 
ity to accept it. He may be considered to 
have continued as President until the elec- 
tion of a successor in 1920. I certainly con- 
tinued as Secretary and did what little 
needed to be done. The organization was 
never dissolved. Its name was changed several 
times as its scope was broadened. 

“For these reasons I believe the date of 
the original organization should be officially 
recognized as 1915 and this date should be 
placed on the certificates of all those pres- 
ent members who joined in that year.” 


Appointment of Committee Chairman for 1946 
Lyman Hill, President of A.M.A., has 


made the following appointments of com- 
mittee chairmen for 1946: 


Aviation—Richard H. Rush, All American Aviation, 
Inc., Wilmington, Delaware. 

Chapter Activities—Robert T. Browne, Pillsbury Mills 
Inc., Minneapolis, Minnesota. 

Constitution and By-Laws—Howard W. Green, Cleve- 
land Real Property Inventory, Cleveland, Ohio. 
Consumer Credit—Theodore H. Smith, Servel, Inc., 

Evansville, Indiana. 

Distribution Costs—Donald M. Hobart, \Curtis Pub- 
lishing Company, Philadelphia 5, Pa. 

Foreign Trade—Arthur Hurd, J. Walter Thompson 
Co., 420 Lexington Ave., New York, N. Y. 

Industrial Marketing—Paul Stewart, Stewart Brown 
and Associates, 30 Rockefeller Plaza, New York 
City. 

Inter-Association Cooperation—Arthur A. Hood, 
Johns-Manville Sales Corporation, 22 East goth 
Street, New York City. 

Market Research Techniques—Everett R. Smith, 
Macfadden Publications, 205 East 42nd Street, 
New York City. 

Marketing Definitions—Ralph S. Alexander, School 
of Business, Columbia University, New York City. 

Marketing Research Activities—William W. Heusner, 
Pabst Sales Company, 221 North LaSalle Street, 
Chicago, IJlinois. 

Marketing Statistics—Philip Hauser, Bureau of the 
Census, Washington, D. C. 

Membership—Jack Griffin, Booz, Allen & Hamilton, 
135 South LaSalle Street, Chicago, IJlinois. 

Newsletter—Philip Salisbury, Sales Management, 386 
Fourth Avenue, New York 16, N. Y. 

Nominating—Charles H. Sandage, Miami University, 
Oxford, Ohio. 

Personnel and Placement—Stephen I. Hall, Caldwell- 
Clements, Inc., 480 Lexington Avenue, New York 
City. 

Projects and Awards—T. G. MacGowan, Firestone 
Tire & Rubber Co., Akron 17, Ohio. 

Teaching ¢f Marketing—E. H. Gault, University of 
Michigan, Ann Arbor, Mich. 

Publications—Wilford White, 3131 Nebraska Ave., 
N. W., Washington 16, D. C. 


Indianapolis Meeting—December 10, 1945 


The one-day meeting at Indianapolis on 
December 10, 1945 was sponsored by the 
Indianapolis Chapter. The Chapter deserves 
a vote of thanks for volunteering to organize 
this meeting on very short notice. William E. 
Rogers of the Indianapolis Power & Light 
Company was responsible for all local ar- 
rangements. 

A few of the papers given were duplicated 
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in limited quantity and will be mailed in 
order of request so long as the supply lasts. 


Cleveland Meeting—Fanuary 25-26, 1946 


The Cleveland meeting, held on January 
25 and 26, 1946, was organized because it 
was the nearest approach to the prewar 
Christmas meetings held in conjunction with 
the Allied Social Science Associations which 
was possible at that time. The American 
Statistical Association was also meeting at 
the Hotel Statler and the American Eco- 
nomic Association and other groups at the 
Hotel Cleveland. The program planned by 
Professor Ralph S. Alexander of Columbia 
University was of particular interest to 
teachers of marketing and there was a good 
attendance from this group. 

The burden of local arrangements was car- 


ried by Edward N. Horr of Edward N. Horr 


& Company, aided by Robert F. Blair of The 
Iron Age, President of the Northeastern 
Ohio Chapter, as well as by other members of 
the chapter. 


Membership Growth in A.M.A. 


Growth in A.M.A. membership continues 
steadily, and as of February 1 there were 
approximately 1,900 members. One of the 
impressive records of growth is that of the 
Pittsburgh Chapter. As of April, 1945, there 
were only 12 A.M.A. members in Pittsburgh. 
The chapter was organized in June, 1945, 
and by February of 1946 had a membership 
of 47. 

There are many other cities and areas in 
which chapters could be established, and it 
is hoped that this year will see continued 
progress in adding new chapters. 
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4 TO 1” 


Say The Nation's Leading Media Buyers 


200 of the leading space buyers, time buyers 
and media directors* were asked, 


“What source or sources are 
most frequently quoted for esti- 
mates of market factors (such 
as income and retail sales) for 
years not covered by the Bureau 
of Census?” 


This was the answer: 


“Sales Management is quoted 
MORE THAN FOUR TIMES AS 
OFTEN as any other publication 
in America.” 


They were referring to presentations about 
both local and national markets made either 
orally or in printed form. They mentioned 
Sales Management more often than ail other 
publications (of any and all kinds) combined. 


These agency executives were also asked to 
name the sources of market information 
most readily accepted by their CLIENTS 
as authoritative. 


Again the answer was, “Sales Manage- 
ment”, It received far more mentions than 
any other publication or publishing or- 
ganization. 


It is accepted by the clients of media buy- 
ers because the clients are sales execu- 
tives who read Sales Management and use 
its figures in their own marketing plans. 


Hundreds of smart space and time sales 
representatives have learned that it pays to 
use Sales Management’s exclusive editorial 
features to strengthen and fortify their own 
market and media data. As so many of them 
put it, No one ever questions Sales Man- 
agement’s reliability." 


Sales Management, with its High Spot 
Cities, its annual Survey of Buying Power and 
its other market features, has been estab- 
lished as by far the most generally accepted 
source of market information among both 
the media buyers and their clients. 


*The survey was conducted this last December and 
January by representatives of the Market Research 
Company of America in the leading agency offices 
of New York, Chicago, Philadelphia, Los Angeles, 
San Francisco and Boston, 


Sales MANAGEMENT 


THE MAGAZINE OF MODERN MARKETING, 386 FOURTH AVENUE, NEW YORK 16, NEW YORK 
333 North Michigan Avenue, Chicago |, Illinois 


15 East de la Guerra, Santa Barbara, California 
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IBM ANNOUNCES 


the 1946 Electromatic Typewriter, 
which produces letters of distin- 
guished appearance, with a mini- 
mum of physical effort on the part 
of the operator. 

It is now on display in IBM 
offices in all principal cities 
throughout the country. We will 
be glad to furnish you with full 


information upon request. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


World Headquarters Building, New York 22, N.Y. 


| TYPEWRITER | 
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Are you troubled? 


Do you have OVERLOADS in Calculating, in 
Typing, in Tabulating? Do you know about us? 


We'd do your overloads! There are 900 of us! 
Experienced, skillful, dependable. 


FLY your OVERLOADS to us. 


Se tt Aa 


WE’LL FLY the answers back to you 


Wherever you are ... in Charlotte, 
North Carolina ... in Hibbing, Minne- 
sota...orin New York... or Detroit 
... when your OVERLOADS come 
... forget them... call us. 


We'll make a plan with you... you 
fly your data to us... we'll fly the 


finished figures back to you FAST. 
We'll save time and money and 
worry for you... and give you to- 
day’s CONTROL figures fast. 


Phone, or write, for complete infor- 
mation ... we'll gladly come to see 
you ...no obligation, of course. 


WORKMAN SERVICE, Inc. cavcuatine - Typine - TABULATING 
58 E. Washington St., CHICAGO 2, ILL. 


“Aor unman 


RANdolph 8250 
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Planning for Jobs 


A cross-section of what Americans think 


on the vital problem of Employment 


t 


Edited by 
LYLE FITCH and HORACE TAYLOR 


Department of Economics, Columbia University 


WO OUTSTANDING ECONOMISTS have selected 

from nearly 36,000 essays, submitted to the Pabst Post- 
war Employment Awards, this collection of opinions and 
points of view on the employment problem. Among the 
writers represented are some of the most distinguished busi- 
nessmen and economists. The material covers a wide range 
of viewpoints illustrating the principle trends of public think- 


ing. 


EVERY ECONOMIST will be interested in this cross-section 
of public opinion on one of the most fundamental of na- 


tional issues. 


436 Pages. $3.75 
Use this convenient order form .............. 


THE BLAKISTON 


COMPANY 
Philadelphia 5, Penna. 





Send me a copy of PLANNING FOR JOBS 
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Essentials of Selling 


BY CHARLES W. LEWIS, UNIVERSITY OF ROCHESTER @ Prepared by a 
group of sales executives, this material is particularly qualified to help the 
student on every aspect of modern salesmanship. Here is a book developed 
in the actual sales clinic used for training the sales staffs of such great 
firms as International Business Machines and The Eastman-Kodak Company. 


It bears the unmistakable stamp of authority. College List, $2.80 














Successful Salesmanship 


BY PAUL W. IVEY, PH.D., UNIV. OF SOUTHERN CALIFORNIA @ A na- 


tionally-known sales consultant offers an intensely practical work, literally 


packed with selling arguments, based on methods that have worked suc- 
cessfully in all fields of business activity. An outstanding feature is the large 
number of actual selling situations analyzed which can be adapted to almost 


any business. College List, $4.00 





Salesmanship 


THIRD EDITION 


BY CHARLES H. FERNALD, M.B.A. @ Freshly written from cover to cover 
in plain teachable terms, this book contains everything the student must 
know to succeed as a salesman—marketing, distribution, analysis of the 
proposition and the salesman's qualifications and basic psychological prin- 
ciples of selling. It is the first work to tie in skillfully merchandising with 


selling. College List, $4.00 





SEND FOR YOUR APPROVAL COPIES 
PRENTICE-HALL, INC., 70 FIFTH AVENUE, NEW YORK 11 
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When it comes market fe 
search tabulations, no job is too 
or too sma or Gra TISTICAL 
je say this sincerely because WE 
operate the largest independ- 
ent punched-card tabulating 
service iD the middle west 
as well a8 ® highly-traine 
manual tabulating depart- 






on the tabulating 4°" the facts you want 
can be obtained at 4 moment's notice on 
pasis that makes other methods impractical. 
In fact, you may find that certain tabulations 
which you have alway® considered 4 manua 
operation can be handled more efficiently by 
the punched-card method. 


* 

e 

« 

es 

- 

e 

i Remember—° matter what your market re- 
° search requirements may pe— STATISTICAL 
nd offers 3 complete eervice. This includes pre 
° jiminary test atudies, questionnaire develop- 
° ment, nationwide OF Jocal field work, coding 
t on? . . 

4 and editing, mechanical or manual tabulating 
: and analysis of findings- Any one OF all © 
. these services are av ailable to you at any ume 
. 

- 

. 

. 
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Preliminary Announcement Concerning 
Program for AMA Spring Conference 


To be held in Boston May 16 & 17 


Tuurspay, 16 May 
8:00 a.m. Morning Session: 


Some Forces Affecting the Postwar Marketing Climate: 
Business Restrictions on a Free Market 
Labor Restrictions on a Free Market 
Legislative Restrictions on a Free Market 


12:30 p.m. Luncheon Session: 
China: A Case Study in Our Export Trade 


2:30 p.m. Afternoon Session: 


Market Research by Manufacturers and distributors: 
Organization for Market Research 
Market Research Activities 
Management Attitudes Toward Market Research and the Use 
of Market Research Findings 


7:30 p.m. Dinner Session: 
Television: Its Impact Upon Postwar Marketing 


Fripay, 17 May 


8:00 a.m. Three Separate Breakfast Sessions: 


Current Developments in Consumer Panels 
Budgetary Control of Sales 
Research in Marketing by Schools of Business 


10:00 a.m. Morning Session: 


Large Scale Distributors and Their Postwar Impact on 
Manufacturers’ Marketing Policies 

Some Postwar Problems in Distribution Channels for 
Industrial Goods 


12:30 p.m. Luncheon Session: 


The Postwar Battle of the Brands 
The Future for National Brands 
The Future for Distributors’ Brands 
The Significance of the Battle 


Nett H. Borpen, Chairman Program Committee 
Harry L. HANsEN, Secretary of Committee 












































R&S 
MARKET RESEARCH SERVICE 


WE TABULATE QUESTIONNAIRES 
for 
and Research Consultants. — 


We compile and do the computation 
on a wide variety of research data 
—too numerous to list but we will 
be glad to tell you about it. 


Recording & Statistical Corporation 
102 Maiden Lane, New York 5, N.Y. 


Montreal Toronto 





SS ——-. -— 


Please mentirn the JouRNAL or Manxwrina in writing ad 


ual 








Ly ‘AND RELATED CONTROLS IN THE UNITED STATES 
By Seymour ©. Harris, Harvard University. 392 pages, $4.00 


- comprehensive study of controls in the American economy aad of modern price control, 
yal wartime controls, and the future and termination of controls. 


j Peouciic | RECONSTRUCTION 


Edited by Seymour E. Harris. 424 pages, $3.75 


Twenty-three experts a well balanced treatment of the important economic problems 
‘of the transition the later postwar periods. Covers enoeaets, agricultural and 


industrial problems, wages, manpower, etc. 


INFLATION AND THE AMERICAN ECONOMY 


_By Seymour E. Harris. 559 pages, $5.00 
_ Gives a comprehensive statistical picture of our war and postwar economy, including an 
examination of the inflationary gap in theory and application; a discussion of the validity 


of our index numbers as a precise measurement of price change; an examination of the 
contribution of rising wages, profits, and farm prices to rising prices in general; etc. 


FOREIGN TRADE AND SHIPPING 
— E. Orrerson, Chairman, American Maritime Council, Inc. 307 pages, $3.00 


a comparison of the American and British approach and procedure in the handling 

of problems coe Bae foreign trade and shipping, with a view to determining those steps 

should be the government and by bedhiatry to develop an effective organi- 
zation Gertie eamenr el too tonien trace 


DEVELOPING MARKETABLE PRODUCTS AND THEIR PACKAGINGS 
By Ben Nasu, Product Development Consultant. 404 pages, $5.00 


A coordinated presentation of the many and varied considerations affecting designing and 
ag he which influence the marketing success of mass-production products and pack- 
book points out the factors which improve or lessen a commodity’s marketability 

how these influences may be anticipated and applied to insure maximum 


Send for copies on approval 


McGRAW-HILL BOOK COMPANY, Inc. 


330 We-t 42nd Street New York 18, N.Y. 
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